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ACCOUNTING PLUS ENGINEERING 
One IBM System serves both 


With the new flexible IBM 7070, data processing operations, 
from engineering calculations to customer billing, can be 
handled faster and more efficiently than ever before. 


Engineering: The IBM 7070 is valuable in solving the many 
complex problems of systems planning, design and opera- 
tions. Pipe stress analysis, heat rate calculations, load-flow 
studies, short circuit calculations, voltage profiles, capacitor 
placement studies, and distribution transformer-load man- 
agement represent some of the problems that can be solved 
quickly on the general-purpose IBM 7070. 


Billing and Accounting: Your entire customer master file can 


be processed and reviewed daily. This means . . . a comp 
billing cycle is balanced every day; all cash can be balam 
and posted to the master file daily; final or specia! bills4 
be computed and prepared daily; consolidated listings 
current and accounts receivable information is co:nplett 


Fully transistorized, the IBM 7070 has larger storage 
pacity, faster internal processing, high-speed, high-def 
tape, and modular design that expands with the srowt 
your business. The 7070, like all IBM 

Data Processing equipment, may be 

purchased or leased. For the facts, 

call your local IBM representative. 
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(left to right) Messrs. C. W. Elston, General Manager— 
Gas Turbine Department, G. B. Warren, Vice President and 
Consulting Engineer—Turbine Division, and W. S. Ginn, 
Vice President and General Manager—Turbine Divi- 
sion discuss advantages of a gas turbine peaking unit. 
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decade of expanding peaking 
equirements for electric utilities 


as turbines-economical answer 
o varied peaking applications 


apid peak load growth coupled with reduced steam 
cle efliciency gains made in recent years have focused 
ew attention on the costs incurred for providing added 
pak load capacity. 

Today many electric utility systems are relatively sat- 
ated with steam turbines nearly as efficient as the latest 
its. This basic change in the economics of peak load 
pneration dictates a renewed interest in low-investment 
ys turbines for a wide variety of peaking applications. 
Let’s examine briefly some of the basic advantages 
erent to gas turbine peaking. 


REATER CAPACITY IN ONE UNIT. In sharp contrast to 
mall building-block units, General Electric offers a 
paking gas turbine designed to produce 20,000-25,000 
lowatts. Even larger units are planned to keep pace 
ith system load growth. Because one machine can pro- 
ce over 10 times more kilowatts than a building-block 
it, space, installation and maintenance costs and con- 
ol complexity are appreciably reduced. 


DWER INSTALLED COST—Because of their low cost per 
ilowatt of capacity, low space requirements, minimum 
bundations and extreme simplicity, simple-cycle gas 
rrbine: are available to play an increasing role in 
ility peaking plans. 
2PERATING LABOR COST—Due to their extreme 
ici'y, compact arrangement, and easy-to-use con- 
| auxiliaries, General Electric gas turbines re- 
minimum of operating labor. When installed 
ng steam power plants, additional operating 
usually not required. Opportunities of remote 
1 provide still another means of substantially 
this type of peak load generating expense. 


STANDBY COST—In sharp contrast to steam 
hich must be kept hot during off-the-line 
zas turbines require no attendance or auxiliary 
luring periods of inoperation. Since standby 
s are eliminated, the total fuel consumption 
valent peak generation is often less with gas 


LOWER MAINTENANCE COSTS—With maintenance 
charges for older steam units increasing steadily . . . and 
with the prospect that maintenance costs will increase 
still further with the eventual assignment of modern 
reheat steam units to peaking service, low gas turbine 
maintenance costs are of growing importance to many 
utilities. For short duration peak load service, gas tur- 
bine maintenance costs will be considerably less than 
with older steam plants often used for this service. 

Gas turbines are ready—now—to fill your growing 
peaking requirements. With 189 units now in service 
logging a total of nearly 3,000,000 operating hours, 
General Electric gas turbines stand ready to assume 
their rightful role in helping meet tomorrow’s growing 
peaking power demands—economically. 

FOR MORE INFORMATION contact your nearest G-E Ap- 
paratus Sales Office or write Section 261-33B, General 
Electric, Schenectady 5, New York. 
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WITH THE TOP TEN PER CENT of system load having 
a duration of only a few hundred hours annu- 
ally, gas turbines offering lower initial invest- 
ment costs are General Electric’s answer to 
peaking power requirements of the future. 
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with the Coclitors 


” the swift-moving channels of public 
relations activity, concepts and defini- 
tions often seem to change constantly. 
Even the very expression “public rela- 
tions’”’ has grown a bit shopworn, in the 
opinion of some, because it has been 
stretched to cover so many and such dif- 
ferent situations. 


PERHAPS it is a symptom of the dy- 
namic period through which the manage- 
rial responsibility for making friends and 
influencing people—from the standpoint 
of public utility industries—has been pass- 
ing. One of the more recently coined 
phrases to make its appearance in this field 
is the “corporate image.’’ The corporate 
image presumably means the public view; 
that is to say, the reflection in the public 
eve of any given business corporation. 


THE objective of utility public relations 
people is to try to make this reflection a 
true and accurate one. But it is almost 
unavoidably distorted by wrong notions 
concerning the very nature of business 
corporations. We know that the true mir- 
ror of a business corporation’s reflection 
should not show only the image of statis- 
tical figures or physical things. A corpora- 
tion is not just the sum total of stocks 
and bonds or the more physical aspects 


ROGER L. CONKLING 


HARVEY G. BOOTH 


of plant and machinery and property in- 
ventories. All of these are, of course, es- 
sential to the corporate function, as far 
as they go. 


B ut they are still only component parts ; 
and the sum total of the public utility 
corporation must necessarily be more than 
a mere totaling of physical components. 
The most difficult, vet the most important, 
part of the picture to bring into true focus 
is the human element. The public utility 
corporation means a lot of different things 
to different kinds of people from all walks 
of life, associated together for the com- 
mon purpose of useful business enterprise. 
There are men and women and institu- 
tions. There are the well-to-do and those 
who are not not so well-to-do. There are 
all shades of political, social, and religious 
opinions. 


THE modern telephone corporation cer- 
tainly is a prime example of this repre- 
sentative cross section of humanity. That 
is why the modern telephone corporation 
must be fully aware of its responsibility 
to the public from the standpoint of its 
service obligation. 


Harvey G. Booru, whose article on 
the corporate image of a telephone com- 
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ut its service territory—in Ohio, 
‘ania, West Virginia, Kentucky, 
Maryland and southern New 
atural gas continues to be the 
ferre:i fuel for home and industry. 
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THE COLUMB -— 
7 SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, N.Y, 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 





PAGES WITH THE EDITORS (Continued) 


pany begins on page 607 (“What Was 
Our Image on Wednesday?’’), is vice 
president in charge of public relations for 
the Southern Bell Telephone and Tele- 
graph Company. He began his career in 
the Bell system at Atlanta, Georgia, in 
1920, with the parent American Telephone 
and Telegraph Company. He transferred 
to Southern Bell in 1929 and has held a 
number of positions of increasing respon- 
sibility in the traffic and commercial de- 
partments in Florida, Georgia, and North 
Carolina. He was appointed vice president 
in 1954. He makes his home in Atlanta 
and is active in civic and community af- 
fairs. Mr. Booru is also a director of the 
Carolina Telephone & Telegraph Com- 
pany, and a director of the Associated 
Industries of Georgia. 


* 


_—* L. CONKLING, who proposes a 
new approach to natural gas pro- 
ducer regulation via the competitive route 
(see page 593), is an associate of the 
utility consulting firm of H. Zinder & 
Associates, Inc., Washington, D. C. In 
addition to service with the Armed Forces 
as a naval officer in World War II, Mr. 
CoNKLING has made his career in both 
the government and private industry. Aft- 
er his graduation from Northwestern 
University and the University of Oregon 
he joined the Public Service Company of 
Northern Illinois, a subsidiary of Com- 
monwealth Edison. His tour with the gov- 
ernment was with the Bonneville Power 
Administration in Portland, where he was 
assistant to the Administrator. He re- 
ceived the 1956 Arthur S. Flemming 
award of the Junior Chamber of Com- 
merce as one of the ten outstanding voung 
men in the federal service. 


T used to be said that the smart man does 
not quit learning just because he stops 
going to school. But in these days of sem- 
inars and special courses for businessmen 
and others, they do not seem to stop going 
to school regardless of age. We read the 
other day where even the U. S. Senators 
have organized a little class for themselves 
to keep better informed, operated by one 
of their former schoolteacher members, 
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JAMES H. COLLINS 


Senator Gore of Tennessee. What brings 
this up is the interesting report to be 
found in our “What Others Think”’ sec- 
tion of this issue dealing with the USITA 
Management Development Program, con- 
ducted every vear on the campus of the 
University of Kansas. 


gs of the conventions of getting along 

in Washington is to join the con- 

spiracy of never saying the word “lobby.” 

It simply is not used in polite circles, al- } 
though it is generally admitted that the 

nation’s capital is always under various 

kinds of pressure. One might occasionally 

refer to the competition or the opposition “~ 
as a “lobby,” but when referring to 

one’s own preoccupation, such euphemistic 

phrases as “movements” or “group asso- 

ciation” are regarded as better form. 


JAMEs H. Co_.ins, now living in Wash- 
ington, D. C., has taken this occasion 
(see page 613) to poke a little fun at such 
semantic pretentions. As a long-time writ- 
er of business articles, Mr. CoLiins has 
no inhibitions about pressures from any 
source. He gives us an entertaining piece 
on the real value of utility planning and 
community relations, regardless of what 
it is called in other quarters. 


THE next number of this magazine will 
be out May 7th. 


Ter ChiZGra_ 
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The esign work on all these new 


sut stations is going to be hard 
toh ndle with our present force. oe Veer NON-ROW 
OPERATIONS TO PIONEER 


Design and Consulting 
Engineering Services 
Pioneer has specialized in design- 


Of course! They have enough ing power plants-for 57 years. It 
offers design service for fossil fuel, 


to do handling routine duties. hydro and atomic plants. It will 

Why don’t you call in Pioneer? also assist in forecasting load 
growth, in site selection, in pur- 
chasing and expediting of equip- 
ment and in supervising construc- 
tion. Pioneer's other services in- 
clude substation, transmission and 
distribution studies and design. 


Services in Regulatory Matters 
Pioneer offers its services in all 
phases of Federal, State and Local 
regulation including the rate base, 
depreciation analysis, cost of serv- 
ice studies, market analysis... 
certificate proceedings and rate 
of return. 


Corporate Services 
Pioneer's services in corporate 
matters include business and man- 
agement engineering advice, finan- 
cial, accounting and tax counsel 
and insurance and pension plans 
and programming. It operates a 
stock transfer and dividend dis- 
bursement service and maintains 
stock ledgers when desired. 


e 


On your letterhead, write for r ° 
40-page booklet, “Pioneering Pion eer Service 
New Horizons in Power.” De- . . 

scribes, illustrates Pioneer's & E nod | N @ Q ring CG 0. 
engineering services, and cor- 


ones services, from financ- 231 South La Salle Street 
ing to operation. Chicago 4, Illinois 


NEW! 
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(May 7, 1959, issue) 
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POWER ON THE MOVE 

Underlying the expansion of extra high-voltage transmission must be adherence + 
basic economic principles if the public is to benefit by such installation. Edward / 
Fontaine, manager of the electric department of Stone & Webster Service Corpor: 
tion, outlines four objectives for pooling generating and transmitting resources throug 
“high lines’: (1) to make available excess capacity in various companies which ce 
use it on an economic basis: (2) to make available excess transmission facilities on : 
similar basis; (3) to permit co-ordination of production schedules; (4) to permit c< 
ordination of maintenance schedules and safeguard against service hazards. 


LAYMEN AS REGULATORY COMMISSIONERS. PART I. 

In these days of questioning and even criticism of commission regulation as it 

practiced in Washington, D. C., the findings of a scholar who has made a virtu 
career of research in this area should be of special significance. Following up hi 
previous analysis of professional background for regulatory commissions, ranging from 
lawyers through accountants, engineers, etc., Dr. Lincoln Smith of New York Uni- 
versity now gives us a two-part series on the question of using so-called ''laymen’'- 
not associated with any learned profession or particular technical or academic training 
—to assume the responsibilities of the regulatory function. In this first instalment he 
deals with statutory requirements in some states and some of the general arguments 
in favor of using the ‘'well-rounded,"' well-informed, but nonprofessional commissioner. 


NEW FEDERAL TAX TREATMENT FOR TRANSIT 
All forms of public utility enterprise—not just those directly engaged in transportation 
operations—have a stake in what is happening or likely to happen to urban mas 
transit. The problems of city streetcar and bus systems since the end of World War !! 
have been too widely discussed to need restatement as such. But Arthur T. Sonnenberg, 
of the staff of the District of Columbia Public Utilities Commission, has given special 
attention to the frequently suggested federal tax exemption and subsidy grants to 
private transit operators as an alternative to direct municipal or other governmen 
operations. Are such ideas sound as a method for stabilizing private industry in th 
transit business, or is this merely a temporary palliative which would tend to sprea 
to other essential industries having financial difficulties without reaching the re< 
problem or providing a lasting solution for keeping the wheels of city transit goin 


around? 


* 


Al SO... Special financial news, digests, and interpretations of court and com 
mission decisions, general news happenings, reviews, Washingto: 
gossip, and other features of interest to public utility regulators, com 
panies, executives, financial experts, employees, investors, and others 
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ing by 
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the accurate, clearly docu- 

port illustrated above. The 

hese monthly reports in devel- 

a for rate cases has been amply 

their reception before public 
nmissions during the past decade. 
these analyses rate engineers can 

ot past, present and future courses 
le in helping secure rates to protect 
gs ratio necessary to attract fresh cap- 
lant expansion under construction or 
or the future. 


‘t describing the ‘‘One-Step’’ Method of Bill 
5 yours for the asking — write Dept. U-1. 
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URDING & STATISTICAL 
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CCaukeble CE awrke 


“There never was in the world two opinions altke.” 


Mitton C. LIGHTNER 
President, National Association 
of Manufacturers. 


JILL HENRY 
Columnist. 


EpirorRIAL STATEMENT 
The Wall Street Journal. 


GABRIEL HAUGE 
Chairman, finance committee, 
Manufacturers Trust Company, 
New York, New York. 


DANIEL P. Loomis 
President, Association of 
American Railroads. 


Curves R, SLIGH 
Executive vice president, National 
Association of Manufacturers. 


CHARLES B, SCHUMAN 
President, American Farm 
Bureau Federation. 
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“(Tax reforms are needed to encourage] a strong 
and expanding economy |[that will] produce the tax 
money that the government needs and greater real pros- 
perity for everyone.” 


* 


“History tells us that it is always easier to arouse 
antagonism than to sustain support. If vou are ‘for’ 
something you have to give reasons. If you are ‘against’ 
something you don’t.” 


¥ 


“We only wish the public power bloc in Congress 
could be persuaded, in the nation’s true atomic interest, 
to take it easy instead of rushing to waste tax billions on 
nuclear power nobody yet needs.” 


¥ 


“ec 


more competition in more markets is a badly 
needed emphasis in government policy. . . . In both 
economic analysis and policy, the pendulum has swung 
too far toward public interference in markets of various 
kinds.” 

¥ 


“Featherbedding by any definition is a net toss to all 
America. It puts pressures on our rate structure and 
bids up prices to all consumers. It is a handmaiden of the 
ruinous inflationary spiral. It helps impoverish and 
weaken the railroads, means fewer returns to investors, 
and a virtual freeze-out of the new equity capita! needed 
to expand and improve plant.” 


¥ 


“We believe that women, in their Ceep concern for their 
families, will want to examine the federal tax system. 
It is devised so that the harder a person works the less 
of his additional earnings he is permitted to keep. . . 
The battle for economic and political freedom will b« 
won or lost in the community, in the city block, among 
the voters in each house or apartment build:ng 
action in Washington begins at home.” 


* 


“Many [farm] panaceas will be proposed to the new 
Congress . . . Those who believe in government direc 
tien of individuals, and those who do not recognize that 
our successful system in this country depends upon free 
dom of individuals to choose, always advocate more 
government controls over the economy when faced wit! 
the failure of current programs ... Most of the so-calle: 
new proposals being offered have the same built-in weak 
nesses that brought failure to past programs aiid would 
if adopted, accelerate the trends toward socialized agri 
culture.” 
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i Has mele) is ee will travel ! Utility and other 
r emérgency servicemen swear by this Dodge V-8 Tradesman, and for 
: good reasons. Besides pick-up load space, it has lock-up room for all 
4 tools. And with famous Dodge dependability, it has these advantages 
: that come in handy on all service calls: 45 hp. more than Truck ‘‘C’’, 
19 more than Truck “F” .. . shortest turning radius... the largest 


payload, load space, and brakes in the low-priced 3. 


You can choose a powerful V-8 or thrifty Six, 3- or 4-speed trans- 
mission—even push-button automatic LoadFlite. See your Dodge 
dealer about this Tradesman, or any Dodge truck up to 49,000-lb. 
G.V.W. Power Giants. Find out why... 


q today, 
I io choose | BXexe lexe | 
Ababre)<<> 


A king-sized tool chest on wheels . . . that’s the Dodge Tradesman’s body. 
Tools and supplies stow neatly, where you can reach them quickly. A place 
for everything. All compartments lock. Available sliding roof protects 
pick-up load space, between body sides. Choice of two body styles. 





THE MAN WHO HAS TO KNOW... 
W. E. DUGDALE, PURCHASING AGENT 
TELLS WHY... 


SERVICE pays dividends for 


Upper Peninsula Power's 
investment in General Electric 
Voltage Regulators 


“Overnight delivery of a General Elec- 
tric ML-32 Voltage Regulator from the 
Chicago warehouse cut outages to a 
minimum recently after a 3-phase line 
fault. Consistently prompt G-E service 
helps us give reliable power to our 
customers.” 


General Electric service means the 
widest and most experienced network 
of service shops and application engi- 
neers available to utilities. G-E service 
means quick regulator delivery from 
local warehouses, and rapid repair at 
local service points—ready for any reg- 
ulator emergency, seven days a week. 
And service means complete regulator 


engineering assistance before, during, 
and after the order. 

G-E REGULATORS COST LESS ON 
THE LINE because you get continuing 
extra dividends . . . from G-E SERVICE 
—routine or emergency; from G-E 
RESEARCH—superior regulating equip- 
ment; from G-E DEPENDABILITY— 
absolute minimum maintenance. Result: 
Extra Values—EXTRA PROFIT. 

Only General Electric returns so 
much for your regulator investment. 
Ask your General Electric Regulator 
Representative to show you how. Gen- 


eral Electric Co., Schenectady 5, N. Y. 


423-36 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 


al 


a 


= 





RE He” 














PROCEEDINGS 
I958 CONVENTION 


AT PHOENIX, ARIZONA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 











THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
of "The Memphis Decision and Its Effect on Gas Distribution Companies", "The Case ; 
for Repeal of the Excise Taxes on Transportation and Communications", and "The Inde 
Treatment of Accelerated Depreciation for Rate Making Purposes." 


Price $10.00—Approximately 550 Pages 


gins 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions the new editions have been printed in three (3) 


volumes: 


Class A & B — 128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .... 


Class C — 100 pages 


Accounts for utilities having annual water operating revenues of $50,000 or more and 
less than $250,000 
Ciass D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 . 
NOTE: 1958 Revised Uniform System of Accounts for Electric and Gas Utilities are in the process 
of being printed and will be available about May 1, 1959. 
1958—Regulations Governing the Preservation of Records of Electric, Gas 
and Water Utilities 
Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
phone rate in effect June 30, 1957 


Local Service Telephone Rates—Set of revised pages only for 1958. 75 loose leaf pages 


Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
so-called Phoenix Plan changes 
Depreciation: 
1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound 
1946—Methods of Pricing Retirements from Group Property Accounts 
1948—Letter Symbols for Mathematics of Depreciation 
1948—Half Cycle Methods of Estimating Service Life 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 
Internal Revenue Code of 1954) 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) .... 
1958—Report of Committee on Depreciation (Cost of Removal and Gross Salvage related to 
Book Cost Retired for Electric, Gas and Telephone Companies) 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 


South 
begin 





on 
PUBLIC UTILITIES FORTNIGHTLY— PRIL 3 


























UTILITI 














APRIL-MAY 





Thursday—23 
Indiana Gas Assoctation be- 
gins meeting, French Lick, 

Ind, 


Friday—24 


Natural Gasoline Assocta- 
tion of America ends three- 
annual — convention, 
Dallas, Tex. 


day 


Saturday—25 


American Water Works 
Association, Pacific North- 
west Section, ends three- 
day meeting, Vancouver, 
British Columbia, Canada. 


Sunday—26 


Chamber of Commerce of 
the United States begins 
annual meeting, Washing- 
ton, D. C. 








Monday—27 


Southern’ Gas Association 
begins annual 


Vew Orleans, La. 


convention, 


Tuesday—28 


American Society of Plan- 
ning Officials will hold na- 
tional planning conference, 
Minneapolis, Minn. May 
10-14. Advance notice. 


Wednesday—29 


American Institute of Elec- 
trical Engineers begins Em- 
pire District meeting, Syra- 


cuse, N.Y. 


Thursday—30 


American Women in Radio 
and Television begin an- 
nual national convention, 


New York, N. Y. 








MAY 
Friday—1 


Electric Institute, 
ical Committee, ends 
1y meeting, Detroit, 


Mich. 


Saturday—2 


Alabama Broadcasters As- 
sociation ends three-day 
meeting, Biloxi, Miss. 


Sunday—3 


Liquefied Petroleum Gas 
Association begins annual 
meeting, Chicago, Ill. 


Monday—4 


Edison Electric Institute, 
Prime Movers Committee, 
begins meetina, Chicago, 


Til. 








Tuesday—5 


can Gas Association 
research and utiliza- 


nference, Cleveland, 


Ohio. 


Wednesday—5 


Public Utilities Advertising 
Association begins annual 


convention, Dallas, Tex. 


Thursday—7 


Indiana Telephone Assocta- 
tion ends two-day annual 

Indianapolis, 
Ind. 


@ 


convention, 


Friday—8 


Water Works 
Association, New York 
Section, begins meeting, 

Rochester, N. Y. 


American 
































Peak 


Northern Indiana Public Service Company uses liquid propane 
during cold peak-load periods. By a method of mixing all 
components at high pressurc—one of the first of its kind 
in the country—considerable savings are effected. 
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A New Approach to 


Natural Gas Producer Regulation 


By ROGER L. CONKLING* 


Because of the dual nature of the gas industry, cost-of-production and cost- 

of-service methods of establishing a rate of return for natural gas producers 

do not prove satisfactory. Why not use the competitive nature of the in- 

dustry as a real foundation for natural gas field price regulation? Com- 

petitive bidding by individual producers would set standards for new prices 

as well as guideposts against which existing contracts could be gauged for 
reasonableness. 


OME workable solution needs to be 
found—and soon—to the problem of 
regulating the prices charged by 

producers of natural gas. Regulatory au- 
thorities, producers, pipelines, gas dis- 
tributing companies, and consumer inter- 
ests have been struggling with this prob- 
lem since June, 1954, when the U. S. Su- 
preme Court decision in the Phillips case 
brought natural gas production under fed- 
eral regulation. These efforts have not 
produced a workable solution. 


._ *Associate, H. Zinder & Associates, Inc. Wash- 
ington, D. C. For additional personal note, see 
Pages with the Editors.” 


Meanwhile, the situation continues to 
deteriorate. The regulatory process con- 
tinues to lag. The natural gas production 
industry and all others in the chain—from 
producer to natural gas consumer—are 
confronted with confusion and uncer- 
tainty. “Where do we go from here?” is 
the $92 million question.’ The public in- 
terest demands an early answer. 


Establishment of Natural Gas 
Field Prices 


a gas in the field typically was 
sold prior to regulation—and con- 
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tinues to be sold under regulation—at 
prices and under contracts negotiated at 
arm’s length between producer and buyer. 
These sales ordinarily are large-scale, long- 
term transactions. They normally provide 
for an upward adjustment in price as the 
term of the contract progresses, either in 
accordance with a fixed schedule estab- 
lished in the contract or (through “fa- 
vored nations” and price redetermination 
clauses) as changes occur in current mar- 
ket prices, or both. 

It is only in recent years that natural 
gas has become a valuable commodity, 
with what amounts to a nation-wide mar- 
ket. Not too many years ago, large vol- 
umes of gas produced in conjunction with 
oil were flared at the wellhead or sold at 
“give-away” prices. The long-distance 
pipelines, by transporting gas in large vol- 
umes to urban centers and industries re- 
mote from producing fields, transformed 
this almost valueless by-product of oil into 
a highly useful, much sought after com- 
modity. Today the demand for natural gas 
is.tremendous. Gas now has an importance 
comparable to oil. It is now a joint product, 
not a by-product. Gas is now a significant 
component of the nation’s energy re- 
sources. 

The transition of natural gas into a 
valuable commodity has been, of course, 
reflected in its price. Former scrap-level 
prices have risen very substantially. This 
is a matter-of-course result unless prices 
are depressed artificially. Higher field 
prices have, in turn, been reflected in higher 
pipeline rates, and in higher prices to con- 
sumers. 


The “Cost” Approach 


rN the present time, two basically differ- 
ent approaches to the regulation of 
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producer prices of natural gas are being 
proposed. Some producers, through such 
means as the consolidated mine-producer 
“Omnibus” case, now being heard by the 
Federal Power Commission, are advocat- 
ing “fair field prices.” ® The commission, 
in carrying out the edict of the court in 
the Detroit case,® is trying “cost.” We 
shall first discuss the latter approach. 


HE “cost” approach is an attempt to 

apply to natural gas pricing the same 
cost-type methods and techniques used for 
the utilities. It reflects the commission’s 
long background of cost regulation of the 
interstate electric and gas transmission 
utility industries. Under this method, a 
“cost” of producing gas in the field is 
established. Prices are then set so as to per- 
mit producers to recover their “cost,” in- 
cluding a reasonable return on their invest- 
ment. 

The attempt to set prices on the basis 
of traditional utility methods fails to rec- 
ognize the fundamental differences be- 
tween the utility industries and natural gas 
production. Although these differences are 
many, perhaps the most critical from the 
standpoint of the workability of the cost 
approach arises from the inseparability of 
oil and gas production. Exploration for 
one of these necessarily means exploration 
for the other, in practically all instances. 
Either or both products may be found, al- 
though the relative proportions will vary 
and although some areas may be consid- 
ered to be “more promising” for finding 
one than the other. Therefore, oil and gas 
are what economists call “joint products.” 
Neither economics nor accountancy pro- 
vides a method by which the costs of joint 
products may be separated on any accu- 


rate basis. This is where the establishment 
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of natural gas producer prices on a cost 
basis first breaks down. It is not possible 
to find, with any reasonable degree of ac- 
curacy, the cost of producing natural gas, 
except for those few producers who are 
not also engaged in the production of oil. 


HE cost-of-service—rate of return ap- 

proach breaks down on the rate of re- 
turn side also. Oil and gas production is 
not a semiprotected natural monopoly, as 
are the utility industries. Rather, it is a 
highly speculative industry. There are 
hundreds of large producers and thou- 
sands of small producers. On a statistical 
basis, the petroleum producer—small wild- 
catter and major oil company alike—is 
most likely to find a “dry hole”—that is, 
nothing—as a result of his efforts. Or, if 
he is lucky, he may find both oil and gas, 
or only gas or only oil. The odds are great 
against a really good strike.’ How do you 
fix a rate of return which will induce con- 
tinuing exploration in the face of these 
odds? Is 6 per cent enough to support, say, 
odds of 9 to 1; is 20 per cent enough; or 
50 per cent? 


Steak Debate Parallel 


’ I ‘o illustrate the dilemma involved in 
any attempt to apply a cost-of-service 


e 


—rate of return approach to producer 
price determination, imagine that it has 
become the law that the price of beefsteak 
shall be regulated. Not the roasts, or the 
stews, or the hamburger, or the hide of 
the beef, only the steaks. The Federal 
Steak Commission which is given jurisdic- 
tion over such regulation decides: “The 
prices of the utility services have been reg- 
ulated for years on the basis of cost. So, 
we will regulate the price of beefsteak on 
the basis of cost. We will allow the farmers 
of America to sell steak at a price which 
precisely. matches the cost which they in- 
cur in producing steak, plus a reasonable 
profit.” 

Each farmer is thereby told to deter- 
mine his cost of steak, in order that the 
commission can decide on the price he may 
charge. 


'y is soon realized that steak cannot be 


produced except as part of a beef. 
Therefore, in order to comply with the 
order, each farmer starts to divide his costs 
of producing beef between steak and non- 
steak. This is called “cost allocation.” 

Some give up and say it cannot be done. 
No one quite knows what to do with this 
dissident group. Other farmers—and their 
customers—are more ingenious. 


courts seem to indicate that the fallacy of the so-called ‘cost’ ap- 
proach is beginning to be recognized. In its Opinion No. 310, issued 
April 4, 1958, the commission found that, at least under certain con- 
ditions, the traditional rate base or cost method produced '‘incon- 
gruous results’ and could not be used to fix producer prices. The 
administrative problem was ‘insuperable.’ The rate base method 
would be ‘contrary to the public interest.’ But the commission limited 
its indictment of cost to the specific circumstances prevailing in the 
particular case it was considering (involving eleven independent 
producers operating in one field where only a small portion of the 
rates of oe company was being investigated). The commission did 
not disavow cost for other producer rate cases.” 
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One farmer argues: A beef weighs 650 
pounds on the average. This includes 115 
pounds of steak. So my costs of steak are 
115/650, or 17.7 per cent of my costs of 
raising the beef. His neighbor (not a 
farmer, but a fellow who likes to eat steak) 
does a little calculating and challenges 
these figures. You have taken the “dressed” 
weight of the beef, he points out. You 
should have taken the “on the hoof” 
weight of the beef, which is 1,000 pounds. 
Your percentage, therefore, is 115/1000, 
or 11.5 per cent, instead of 17.7 per cent. 
Our steak lover, by this simple stroke, has 
lowered the “cost” of beef by 35 per cent! 


i ee argument rages throughout the 

country. Another calculating individ- 
ual disagrees entirely with the weight ap- 
proach: People do not care about weight, 
he contends; they are interested in being 
fed and the best measure of food value is 
the calorie. So he calls in an expert on 
calories who tells him how many calories 
are contained in the average cow and how 
many in the steaks alone. This is the per- 
centage to be used, he says. Still another 
disagrees with both the weight and the 
calorie approach: Neither pounds nor 
calories will give you costs, he says. Vita- 
mins are what interest steak eaters. We 
must use vitamins as our measuring rod. 
We shall arrive at costs by assigning to 
steak that proportion of our beef produc- 
tion costs which represents steak vitamin 
content as compared to the vitamin con- 
tent of the whole cow. Someone else wants 
a still different method. Why not use the 
prices we formerly got for steak and for 
the rest of the cow to establish our cost 
percentage, he asks? It is promptly pointed 
out to him that prices cannot very well be 
used to determine prices, but he sticks to 
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his method nevertheless. Meanwhile, ex- 
perts are arguing about cow and steak 
weights, cow and steak calories, and cow 
and steak vitamins, because the figures 
used on these matters change the cost per- 
centage and if the cost percentage changes, 
the price of steak changes. 


oe it is remembered that after 

you arrive at costs, you must also de- 
cide on a rate of return. How much profit 
should we allow the farmer? This is a bit 
harder than it might once have been, since, 
as we forgot to mention before, cattle 
plagues are prevalent, so that the beef 
farmer is just as apt to lose his entire herd 
as not. The cattle-producing business has 
become speculative. However, since no one 
wants to give the other fellow any more 
than he must, there is a struggle for 
reasons to keep the profit low, with only a 
few cautious souls to remind -us that if we 
would like to keep on eating steak we had 
better not drive the farmer away from 
the farm. 

Thus goes the debate, in all seriousness. 
Few seem to recognize that whatever price 
we arrive at for steak, we affect the price 
of the rest of our beef products. If our 
price of steak is too high, we lower prices 
for the rest of the beef; if it is too low, 
we raise the other prices. This is inevitable. 
The entire beef will be sold, over the long 
run, at its total cost of production, includ- 
ing required profit. 


Gas Price Regulation Is Similar 


meer to actuality, the parallel to 

natural gas price regulation as it now 
stands on a cost basis is all too clear. In a 
still undecided producer rate case, so many 
different methods of cost allocation were 
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proposed that one party to the proceedings 
commented: “Such methods are legion 
in number limited only by the ingenuity 
of man.” ® In this case, the results of the 
different methods of allocation (in terms 
of the producer’s revenue deficiency) 
ranged from $1 million to $36 million.’ 
It may be that there is no alternative but 
to use a formula approach to natural gas 
pricing (although this will not be cost by 
whatever name it is called). If this is so, 
let us, at the very least, drop the cost pre- 
tense and frankly admit that natural gas 
prices are to be regulated by some formula 
which assigns to gas some arbitrary part 
of the costs of joint oil and gas produc- 
tion. Let us call our present debate on the 
various “cost allocation methods” what it 
is, a search for a formula, rather than 
what it is not, a search for costs. Let us 
further admit that a rate of return for 
natural gas would be equally artificial. 


& 


And, finally, let us have the vision to see 
that if we regulate gas prices on what is 
now called a cost basis, we are in fact, al- 
though indirectly, regulating the price of 
oil. But all this may not be necessary. It is 
believed that there is a workable alterna- 
tive. 

Before discussing this alternative, it is 
desirable as background to briefly review 
the goal of price regulation of the utility 
industries, in which industries the princi- 
ples of price regulation were first devel- 
oped. 


The Goal of Utility Price Regulation 


sive goal of utility price regulation is 
to provide for consumers the same 
protection against higher than competitive 
prices as the competitive process itself pro- 
vides. In the free competitive market, 
which is the keystone of our private enter- 


What Competitive Bidding Would Accomplish . . . 


“\X/ HILE the competitive bidding process would insure a competitive 


price for new sales, it leaves unanswered what is to be done with 


respect to the regulation of prices under existing contracts. The competitive 
bidding procedure would, however, open up a variety of ways in which this 
problem might be solved. For example, the new prices established under com- 


petitive bidding would provide a fully com- 
petitive standard against which existing con- 


tract prices could be gauged. . . . it would 
be possible to establish, as a matter of com- 
mission policy (not law), the principle that 
pipeline companies be permitted to terminate 
their existing supply contracts upon due no- 
tice to the supplier, if the pipeline company 
felt it might obtain a replacement supply at 
a better price under the new competitive 
bidding procedure. The supplying producer 
would be expected to enter a bid to supply 
the replacement gas when the pipeline 
advertised." 
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prise economic system, the interests of con- 
sumers are assumed to be automatically 
safeguarded by the competition between 
sellers. 


The utility industries, however, are 
“natural monopolies.” Their character is 
such that it would be highly wasteful for 
society to attempt to foster direct competi- 
tion among them. The waste, for example, 
of several pairs of duplicating streetcar 
tracks belonging to different companies 
running down the city streets, is obvious. 
So for all the reasons inherent in a natural 
monopolistic situation, our society has, 
typically, found it best to place the render- 
ing of each utility service in a particular 
area in the hands of a single company or 
government agency. But: with the special 
privilege of monopoly status go a number 
of special restrictions, the most important 
of which is price regulation. Here, as a 
protection to consumers, administratively 
determined prices are substituted for com- 
petitively established prices. The objective 
of such administrative pricing is that 
prices be established which will closely ap- 
proximate the prices which would have 
prevailed had competition been in force. * 
Thus, administrative pricing in the utility 
field is a substitute for direct competition.® 


Why Follow a Substitute Method 
For Natural Gas? 


HE goal of utility price regulation, as 

just stated, is to arrive at approxi- 
mately the same prices for consumers in 
the utility monopolistic situation as would 
prevail were it economically practicable to 
have competition in these utilities.° The 
question with respect to natural gas pro- 
duction is whether this goal can be 
achieved best under an administrative pric- 
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ing procedure, substituting for competitive 
pricing, or directly by competition. Stated 
differently, in the case of natural gas pro- 
duction, is it not possible to bypass admin- 
istrative price fixing and go directly to 
competitively established prices? This is 
the main question of public policy posed 
in this article. 


Certainly it would seem not fruitful to 
follow the administrative methods of price 
determination, which at best are a cir- 
cuitous route toward the competitive price 
result, if an actual competitive price can 
be fixed on a free market. It is the writer’s 
view that, under additional safeguards to 
provide maximum protection of the public 
interest, free market price conditions can 
be assured for the sale and purchase of 
natural gas in the field. If this can be done, 
the interests of both consumers and pro- 
ducers will be best protected. Further, reg- 
ulation of the natural gas production in- 
dustry will be fitted into a rational pattern 
rather than being forced into an inap- 
propriate and cumbersome procedural 
strait jacket. 


Competitive Bidding by Producers 


HEN we examine this situation 

broadly, we discover that the natural 
gas production industry is, by its very na- 
ture, already highly competitive. This com- 
petitive situation may be utilized as the 
real foundation for natural gas field price 
regulation. The suggestion of this article 
is that natural gas field prices be estab- 
lished under open competitive bidding by 
producers—under the same procedures 
which have been used for years in govern- 
ment as a'safeguard of proper prices. This 
is a solution which is consistent with the 
competitive nature of the industry; it 
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would take the regulation of the industry 
out of chaos; it would avoid indirect fed- 
eral regulation of oil prices. But more than 
that, it would assure consumers a competi- 
tive price. 

Under this method, the Federal Power 
Commission would be discharging its re- 
sponsibilty in full. The chance is that the 
efforts of the commission would be re- 
oriented. Instead of attempting to estab- 
lish an administratively determined price, 
the commission would redirect its energies 
and skills toward the maintenance of com- 
petitive conditions in the industry. The 
primary role of regulation would be to 
establish a recognized free market for nat- 
ural gas in the field and to police this mar- 
ket to prevent abuses. 


HE Federal Power Commission would 

not have to start from scratch under 
this proposed method of regulation. The 
commission now regulates utility security 
issues on this basis. Another regulatory 
agency of the federal government, the 
Securities and Exchange Commission, 
also has had extensive experience in reg- 
ulation by competitive bidding for security 
issues. Equally important, the govern- 
ment’s regulations for competitive bid- 
ding, under which it makes all its pur- 


2 


chases, furnish a fully comprehensive and 
developed body of precedent. 

Competitive bidding would not be for- 
eign to producers, either. The federal gov- 
ernment, for the Armed Forces, is reported 
to be the largest purchaser of petroleum 
products in the world. These products it 
buys under competitive bidding.” The 
states of Texas, Louisiana, and California, 
among others, lease public lands for oil 
and gas exploration under competitive bid- 
ding.” Thousands of wells are drilled for 
oil and gas producers every year on a com- 
petitive bidding basis. 


A Competitive Bidding Procedure™ 


Lh jane the proposed method of regula- 

tion, the Federal Power Commission 
would require public competitive bidding 
for new purchases of natural gas in the 
field. The degree of competition among 
producers cottld be enhanced to the max- 
imum by requiring that producers must 
bid individually, not collectively. Price 
schedules established in winning bids 
would be accepted by the commission as 
valid rates of producers and as valid costs 
of service of pipelines. The commission 
would establish standard bidding proce- 
dures covering the three main steps; 


"THE competitive bidding method appears to be the only pro- 
ducer pricing method under which natural gas consumers can be 
sure that they are not subsidizing oil users, and vice versa. Neither 
group of consumers can benefit in the long run from subsidizing, or 
being subsidized by, the other. The millions of people using natural 
gas in their homes for cooking, heating, or both, are being sold a 
bill of goods if they are led to believe that they will necessarily bene- 
fit more from lower natural gas prices than from lower oil prices. 
. .. the householder using natural gas in his home is invited to compare 
his annual natural gas bill with his expenses over the year for gasoline 
and oil for his automobile. The only common-sense solution is for 
natural gas and the other petroleum products to stand on their own 
feet pricewise." 


¢ 
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namely, the invitation, the bid, and the bid 
evaluation. 

Ordinarily, pipeline companies would 
issue an “invitation to bid” when they de- 
sired to purchase additional gas. Producers 
would respond by submitting sealed bids. 
Evaluation of the bids and selection of the 
winning bid would be the responsibility of 
the pipeline. The bidding processes would 
be under the supervision of the commis- 
sion, which would police the procedure to 
prevent rigging or manipulation of any 
kind. 

While the competitive bidding process 
would insure a competitive price for new 
sales, it leaves unanswered what is to be 
done with respect to the regulation of 
prices under existing contracts. The com- 
petitive bidding procedure would, how- 
ever, Open up a variety of ways in 
which this problem might be solved. For 
example, the new prices established under 
competitive bidding would provide a fully 
competitive standard against which exist- 
ing contract prices could be gauged. Or, 
as another but more complicated example, 
it would be possible to establish, as a mat- 
ter of commission policy (not law), the 
principle that pipeline companies be per- 
mitted to terminate their existing supply 
contracts upon due notice to the supplier, 
if the pipeline company felt it might ob- 
tain a replacement supply at a better price 
under the new competitive bidding proce- 
dure. The supplying producer would be 
expected to enter a bid to supply the re- 
placement gas when the pipeline adver- 
tised.*® 


ues such a policy would not be 
binding upon producers, it would be 
a substantial inducement for voluntary ac- 
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cord. The commission would not, of 
course, lose any of its other methods of 
recourse in the event of lack of agreement. 
If the selling producer agreed to the pol- 
icy, and the pipeline then did not cancel 
even though it had the right, the contract 
prices and terms would be considered val- 
id by the commission. 

Next we shall examine more closely the 
economic merits of the competitive bid- 
ding proposal. 


Does Competitive Bidding Insure a 
Free Market? 


| pnieigeeie ordinarily establish two 

basic requirements for competition: a 
sufficiency of sellers and buyers and ade- 
quate knowledge of the market on the part 
of such sellers and buyers. 

There appears to be little room for ques- 
tion as to the existence of a sufficient num- 
ber of natural gas producers to effectuate 
a competitive situation. Large producers 
number in the hundreds, smaller producers 
in the thousands. If producers were re- 
quired to bid individually and collective 
bidding was not recognized, as is proposed, 
the degree of producer competition would 
be greatly increased.** About the relatively 
smaller number of buyers, it is not neces- 
sary to be particularly concerned. Strong 
competition among pipelines for new gas 
supplies has been demonstrated and un- 
doubtedly will continue. More important- 
ly, it is toward buyer protection pricewise 
that regulatory effort is directed. 

Any present lack of the “adequate 
knowledge” requisite of a free market 
would be plugged by competitive bidding. 
Under a public bid invitation and bid re- 
sponse procedure both buyers and sellers 
would be fully informed. It is fair to as- 
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sume that their market knowledge would 
be more than adequate. 


O* perhaps almost equal importance to 

adequate knowledge on the part of 
buyers and sellers themselves, gas distribu- 
tors and consumer interests would have 
available the same knowledge. The entire 
pricing process would be open for public 
scrutiny. 

Consumer interests would not lose 
their rights to appeal if they suspected 
rigging, or manipulation resulted in a non- 
competitive price. Rather, their hand in 
such cases would be strengthened, since 
all facts would be readily ascertainable. 
However, under the glaring spotlight of 
publicity, it is hard to conceive that any- 
thing less thar full competition would pre- 
vail. 


= 


Accordingly, with a sufficiency of sellers 
and adequate market knowledge, there is 
no actual or theoretical bar under the pro- 
posed competitive bidding approach to full 
competitive pricing in a free market. 


“Fair Field Prices” as a 
Regulatory Base 

Fr is not necessary to debate the issue as 

to whether “fair field prices” also are 
in all respects determined ina free market 
under fully competitive conditions, and are 
therefore a satisfactory basis for the reg- 
ulation of natural gas producer prices. 
Suffice to say here that they have not been 
accepted as such, at least to this time. And 
unless all interests are satisfied as to the 
adequacy of a regulatory method, regula- 
tion under that method can hardly be fully 
successful. 


Is the Answer Competitively Established Prices ? 


a | HE goal of utility price regulation... 


is to arrive at approximately the 


same prices for consumers in the utility monopolistic situation as would 

prevail were it economically practicable to have competition in these utilities. 

The question with respect to natural gas production is whether this goal can 

be achieved best under an administrative pricing procedure, substituting for 

competitive pricing, or directly by competition. Stated differently, in the 

case of natural gas production, is it not possible to bypass administrative 
price fixing and go directly to competitively established prices?" 
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Competitive Bidding and the Natural 
Gas Act 


HE rate determination principles 

stated in the Natural Gas Act are 
extremely broad, essentially consisting of 
the general requirement that: “All rates 
and charges . . . shall be just and reason- 
able...” [Section 4(a).] The commission 
“|, may order a decrease where existing 
rates are unjust, unduly discriminatory, 
preferential, otherwise unlawful, or are 
not the lowest reasonable rates.” [Section 
5(a).] This is, of course, a legislative 
standard of such wide scope as apparently 
to vest great discretionary powers in the 
commission. However, the judicial doc- 
trine of City of Detroit *” has been widely 
interpreted as requiring a cost approach. 
In this case, to oversimplify a bit, the court 
rejected a producer price determination 
made by the commission on the basis of 
“fair field price,” holding, in language 
frequently quoted, that 


... Unless it [the conventional rate base 
or cost method] is continued to be used 
at least as a point of departure, the 
whole experience under the act is dis- 
carded and no anchor, as it were, is 
available by which to hold the terms 
“just and reasonable” to some recog- 
nizable meaning. 


HE writer would refrain from mak- 
ing any legal interpretation of De- 
troit, even if he were qualified to do so. 
But two basic observations from the eco- 
nomic point of view may be made concern- 
ing this decision without infringing on 
legal grounds. 
First, the court also held, in addition to 
the previously quoted statement : 
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. . . that if the commission is now to 
abandon the treatment historically ac- 
corded pipeline-produced gas in rate 
making on the ground that the ultimate 
public interest will be better served 
thereby, the commission should justify 
it on the record. 


It is obvious that one of the purposes of 
this article is to present in outline form 
just such a justification. It is contended 
herein that the “ultimate public interest” 
is better served by competitive bidding 
than by cost. 

Second, competitive bidding can be 
relied on to come closer to true economic 
cost (which is assumed to be the under- 
lying objective of the court), than the con- 
ventional “cost” approach. To make this 
point, it is necessary to condense a good 
deal of economic theory. 


b pomagumene short-run market fluctua- 

tions, prices under competition grav- 
itate toward the cost of production, includ- 
ing the return necessary to attract capital. 
The statement that price is determined by 
cost of production is simply another way 
of saying that the amount of capital which 
is devoted to producing any commodity 
depends upon the relationship between 
prices and costs.’* In the special case of 
joint products, there is no way of deter- 
mining the separate costs of the products, 
but this same rule holds with respect to the 
production operation as a whole. The total 
cost of producing all of the several joint 
products (including the necessary return 
to the business owners) affects their prices 
in the same manner as does the expense of 
making a single commodity.’ Thus, the 
sum of the prices of joint products will 
equal their total cost in the long run, the 
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individual prices of the joint products 
being related to and fluctuating with their 
relative values and demands. 

Under regulated competitive bidding for 
natural gas, a competitive natural gas 
price is assured, The unregulated market 
provides a competitive price for the other 
petroleum products. This combination 
brings into play the economic law just 
cited. The sum of the competitively deter- 
mined prices of all of the petroleum pro- 
ducts will equal the cost of production, 
including sufficient return on capital to 
induce the inflow of funds needed to fi- 
nance the required level of exploration and 
development. This is as close as it is pos- 
sible to come to pricing natural gas (or 
any other petroleum joint product) on the 
basis of costs. 


Recent Producer Rate Cases 


HE Detroit case was decided Decem- 

ber 15, 1955. More recent actions of 
the Federal Power Commission and the 
courts seem to indicate that the fallacy of 
the so-called “cost” approach is beginning 
to be recognized. In its Opinion No. 310, 
issued April 4, 1958,®° the commission 
found that, at least under certain condi- 
tions, the traditional rate base or cost 
method produced “incongruous results” 
and could not be used to fix producer 


highly competitive. 


e 


prices. The administrative problem was 
“insuperable.” The rate base method 
would be “contrary to the public interest.” 
But the commission limited its indictment 
of cost to the specific circumstances pre- 
vailing in the particular case it was consid- 
ering (involving eleven independent pro- 
ducers operating in one field where only 
a small portion of the rates of each com- 
pany was being investigated). The com- 
mission did not disavow cost for other 
producer rate cases. However, Commis- 
sioner Connole added in a separate state- 
ment, “The dilemmas, the frustrations, 
the contradictions inherent in the effort 
effectively to apply the classic rate-base- 
rate-of-return concept to the administra- 
tive solution of producers’ prices in a field 
with multiple ownership and control were 
never more apparent than here.” 


oe more indicative of the future 
is the comment of the United States 
court of appeals for the fifth circuit in the 
Bel Oil Corporation case, decided April 
23, 1958." Here the court stated: 


The regulation of the prices at which 
thousands of “natural gas companies” 
may sell to the pipeline companies is a 
difficult one at its best. It is a field which 
in many respects requires new formulas 
to test what is just and reasonable. .. . 


",.. the natural _——— industry is, by its very nature, already 


his competitive situation may be utilized as the 


real toundation for natural gas field price regulation. The suggestion 
of this article is that natural gas field prices be established under 
open competitive bidding by producers—under the same procedures 
which have been used for years in government as a safeguard of 
proper prices. This is a solution which is consistent with the competi- 
tive nature of the industry; it would take the regulation of the indus- 
try out of chaos; it would avoid indirect federal regulation of oil 
prices. But more than that, it would assure consumers a competitive 
price. 


q 
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We think it quite clear that . . . the com- 
mission might adopt some pragmatic 
standard to apply to these cases . 
(Italics supplied. ) 


The competitive bidding proposed is 
pragmatic, but it is also solidly founded 
upon basic economics. 


HIS same court reiterated and ex- 

panded its views in the more recent 
Forest Oil Corporation case, decided Feb- 
ruary 20, 1959 :* 


What we intended there [Bel Oil] 
to make clear, and what we now say, is: 
If the commission finds that a rate is 
reasonable to the consuming public it 
need not reject such rate as not being 
just and reasonable merely because it 
will yield to a particular producer more 
than the very minimum required by con- 
stitutional standards or more by way of 
net yield than is returned to another 
producer in the same well or field... . 


The court concluded as follows: 


We do not think that either the com- 
mission or the petitioner should be 
baffled or handicapped in this new field 
of regulation by any formulas by what- 
ever name they are known. Specifically, 
if there is an accounting or rate-making 
formula known to the public utilities in- 
dustry as a “conventional rate base 
method of rate making” which the com- 
mission in its order of dismissal in this 
case said must be used at least as a basis 
of comparison or point of departure, we 
say the commission need not require it 
unless such method is the only way by 
which the commission can make its re- 
quired determination. This is what we 
undertook to say in the Bel Oil opinion, 
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and it is clear that the commission recog- 
nizes that it is free to act thus by such 
of its opinions as 310... 


- would not be fair to imply that the 
fallacies of the cost approach have not 
been noted earlier both by the Federal 
Power Commission and the courts. De- 
troit, as previously mentioned, was a re- 
versal of an attempt by the commission to 
use the “field price” method. The commis- 
sion, therefore, can hardly be blamed for 
leaning toward “cost” in its later actions. 
As early as 1944, Mr. Justice Jackson, 
in his dissent in the celebrated Hope case, 
made the following comments with respect 
to the cost approach, which are even more 
pertinent today than when they were 
written : 
... The service one renders to society 
in the gas business is measured by what 
he gets out of the ground, not by what 
he puts into it, and there is little more 
relation between the investment and the 
results than in a game of poker. . 

In [previous] cases .. . the court as- 
sumed the rate base method as the legal 
way of testing reasonableness of natural 
gas prices fixed by public authority, 
without examining its real relevancy to 
the inquiry... As I see it now, I would 
be prepared to hold that these rules do 
not apply to a natural gas case arising 
under the Natural Gas Act.” 


In another case, Justice Jackson de- 
scribed the results of using the rate base 
or cost method for natural gas pricing as 
“delirious” and “capricious.” 

The Identity of Interest of Producers 
Consumers 
7 is often thought that there is a funda- 
mental clash of interest as between gas 
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producer and gas consumer groups. Su- 
perficially, this may appear to be the case, 
but the view and its implications are er- 
roneous. 

It is true, of course, that in our 
free enterprise economy business flows 
from the “profit motive.” A competitive 
business like the petroleum industry cer- 
tainly is no exception. But the standard of 
living we have attained in these United 
States results because of the active com- 
petition of businessmen, each pursuing his 
own interests. Their collective efforts re- 
bound to the benefit of the consumer. The 
greatest benefit which can be given to nat- 
ural gas users is the fullest possible meas- 
ure of competition among natural gas 
producers. A competitive price must be of- 
fered to stimulate such competition. There- 
fore, while a competitive price is what 
producers seek, this is not in conflict with 
the interests of consumers. It is also what 
consumers seek. 


[ is possible that consumers may look 
upon lower-than-competitive natural 
gas producer rates as a benefit, a tempo- 
rary bonanza. This is a shortsighted view. 
Because of the dynamic growth pattern of 
our economy, new capital is continually 
needed to supply growing demands for 
natural gas. Such new capital will not be 
forthcoming—and gas consumer require- 
ments will not be met—unless rates are 
adequate to attract the investor’s dollar. 
Consequently, over the long run, producers 
and consumers have a common concern to 
arrive at a valid pricing method. The best 
interests of both are served thereby. It is 
believed, therefore, that both producers 
and consumers would benefit from adop- 
tion of the easily policed, relatively easily 
administered, competitive bidding method. 


On this score, it hardly needs to be pointed 
out that consumer interests are not best 
served by attempts to follow an unwork- 
able method of regulation. 


O-= further point: The competitive 

bidding method appears to be the only 
producer pricing method under which nat- 
ural gas consumers can be sure that they 
are not subsidizing oil users, and vice 
versa. Neither group of consumers can 
benefit in the long run from subsidizing, 
or being subsidized by, the other. The mil- 
lions of people using natural gas in their 
homes for cooking, heating, or both, are 
being sold a bill of goods if they are led 
to believe that they will necessarily benefit 
more from lower natural gas prices than 
from lower oil prices. To demonstrate 
this, the householder using natural gas in 
his home is invited to compare his annual 
natural gas bill with his expenses over the 
vear for gasoline and oil for his automo- 
bile. 

The only common-sense solution is 
for natural gas and the other petroleum 
products to stand on their own feet price- 
wise. 


. HE proposed competitive bidding 
method would not, of course, be a 
panacea either for producers or consumers, 
If producers are looking for monopolistic 
profits, they would not get them. Neither 
would they get freedom from government 
regulation. The government would be ac- 
tive in its efforts to enforce a free market, 
and its regulations might often seem 
onerous to an industry filled with entre- 
preneurs who perhaps are our best mod- 
ern-day examples of rugged individual- 
ism. By the same token, consumers would 
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not get gas at less than a competitive price. 
But each group would sell or purchase, as 
the case might be, at a just and reasonable 


price, and that is the purpose of price reg- 
ulation of the natural gas production in- 
dustry. 


Footnotes 


1 The Federal Power Commission reported that 
on March 1, 1959, there were 2,140 independent 
producer rate increases suspended and_ pending, 
aggregating $92,198,078 annually. (FPC Release 
No. 10309, G-5388.) 

2 Omnibus hearing, in the matter of Champlin 
Oil & Refining Company, Docket No. G-9277(LC) 
et al. 

8 The Detroit case, currently considered to be 
the leading case on the use of the “cost” method, 
is discussed later. 

4 Many have engaged in the passing speculation 
of what principles of regulation might have been 
undertaken if the Interstate Commerce Commission 
or the Department of Interior had been designated 
the agency for the administration of the Natural 
Gas Act rather than the “original cost’”-conscious 
Federal Power Commission. 

5 The Lamp, publication of Standard Oil Com- 
pany (New Jersey), for the winter of 1957-58, 
p. 5, summarizes this situation as follows: 


The average cost of a wildcat well today, ac- 
cording to the American Petroleum Institute, is 
around $100,000, and only one out of nine dis- 
covers oil. Furthermore, the American Association 
of Petroleum Geologists estimates that only one 
in forty-four discovers a field of a million barrels 
or more, the size generally considered necessary 
today for a profitable operation, while only one 
in 427 discovers a field of 25 million barrels, and 
25 million barrels represent about two and a half 
days’ consumption in the United States. True, 
such a pool may return a fortune—but even with 
average luck a very large fortune may already 
have been spent in order to find it. 


6 Brief of El Paso Natural Gas Company, in the 
matter of Phillips Petroleum Company, Docket 
Nos. G-1148, G-11217 et al., before the Federal 
Power Commission, p. 25. 

7 Ibid., p. 26. 

8In this administrative pricing process, consid- 
eration is given, of course, to the fact that a mo- 
nopoly status tends to reduce the risks of the busi- 
ness, which reduction in risk warrants a lower rate 
of return than would otherwise be the case. Thus, 
many utility security issues are rated next to gov- 
ernments on a risk basis (urban transport being a 
conspicuous exception). 

9Sumner H. Slichter, professor of business eco- 
nomics, Harvard University, makes the same point 


in the following words: “The regulation to which 
public utilities are subject is a substitute for com- 
petition.” Modern Economic Society, Henry Holt 
& Company, New York, New York, 1936, p. 390. 

10 The goal is to prohibit higher than competitive 
prices. The goal is not to establish prices lower than 
would be established competitively. This is an im- 
portant distinction. 

11 Subject, of course, to exceptions under special 
circumstances, where negotiation is permitted. 

12 Differences in competitive bidding regulations 
among the states are recognized, but are not of 
sufficient importance to the subject matter of this 
article to warrant discussion herein. 

18 The complexities which would be involved in 
applying a competitive bidding procedure are many 
and varied, A discussion of the detailed mechanics 
is, however, omitted from this article for the sake 
of brevity. 

14 Exceptions to the competitive bid requirement 
probably would be permitted under special situa- 
tions, such as in the case of small sales, emergency 
conditions, etc. 

15 The commission policy might also provide that 
existing contracts might be rebid for the benefit 
of the producer, where the contract price was sig- 
nificantly out of line with competitive prices and 
the public interest would be benefited thereby. This 
would, however, probably be the exceptional case. 

16 In this connection it is assumed that the Fed- 
eral Power Commission could require rejection of 
all bids and rebidding if in any isolated case the 
number of bidders was considered to be too small. 

17 City of Detroit v. Federal Power Commission 
(CA DC 1955) 11 PUR3d 113, 230 F2d 810, 
certiorari denied, 352 US 829. 

18 Sumner H. Slichter, op. cit., pp. 302, 303. 

19 Tbid., pp. 314-317. 

20In the Matter of Pan American Petroleum 
Corp. Docket No. G-8549 et al. 23 PUR3d 176. 

21 Bel Oil Corp. v. Federal Power Commission 
(CA 5th) 24 PUR3d 512, 255 F2d 548, 553. 

22 Forest Oil Corp. et al. v. Federal Power Com- 
mission, Docket No. 16844 (CA 5th 1959). 

28 Federal Power Commission v. Hope Nat. Gas 
Co. (1944) 320 US 591, 649, 651, 51 PUR NS 193. 

24 Colorado Interstate Gas Co. v. Federal Power 
——— (1945) 324 US 581, 608, 58 PUR NS 


25 There were 23,206,000 residential natural gas 
customers in 1956. Source: 1957 Gas Facts, Ameri- 
can Gas Association, New York, New York, p. 82. 
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What Was Our Image on Wednesdayr 


A company's image is not created by a single 
factor but by a building up of impressions. 
This was recently well illustrated in a pictorial 
report in Southern Bell's employee magazine, 
Southern Telephone News, which showed 
how public relations can be a vital factor when 
it becomes an accepted part of an average 
working day. Here is a story of what one 
utility is doing to create a good image in 
the communities the company serves. 


By HARVEY G. BOOTH* 


Vice President, Southern Bell Telephone and 
Telegraph Company 


HE paradox of public relations in a 

utility is that we must overcome the 

old stereotypes of what public rela- 
tions is and is not. It is easy enough for 
the average person in your company to 
believe that public relations begins with 
a news release and ends with a hand shake; 
and often with such a viewpoint, they can 
easily justify to themselves that it is there- 
fore none of their concern. 

To overcome this misconception, our 
company has been engaged in a program 
to educate our people on what public re- 
lations is, to explain to them how a com- 
pany image is created, and to show that 
in the small, day-to-day experiences with 
customers our business gains and main- 
tains the good will of the people we serve 
and the communities where we operate. 

In order to emphasize the importance 
of good image-building on the local scene, 
we recently sent nine photo journalists 
out into the nine states where we give 
service to record an honest report of em- 


*For additional personal note, see “Pages with 
the Editors.” 
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ployee activity for our company publica- 
tion, Southern Telephone News. No sit- 
uations were created; instead pictures 
were made of what was happening on a 
single day in our business in places as far 
apart as a south Louisiana oil town and a 
North Carolina industrial center. 


Sten pictorial report they brought back 

was not only interesting but also 
gratifying for it showed that we were 
making progress in our public relations 
program, that many of our local managers 
were creatively and enthusiastically work- 
ing at the business of translating our 
community-centered program from ideas 
into action. The pictures showed telephone 
people maintaining service around the 
clock, sometimes to their personal incon- 
venience when, for instance, a cable fail- 
ure had them up all through the night; 
helping with such diverse community ac- 
tivities as speaking at service club lunch- 
eons and pathfinding with local scout 
groups; doing all the natural, human 
things that people do who are family- 
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minded and community-minded and serv- 
ice-minded. It reflected well upon our 
image, we felt, to have such fine people 
being such vital forces in their home 
towns. 

And Wednesday, I must emphasize, 
was not an unusual day. It was an ordi- 
nary day and because of this we felt it 
showed a significant trend, that our people 
are coming to accept their role in image- 
making, or public relations. I do not mean 
to give you the impression that what hap- 
pened on Wednesday made us feel that 
we had arrived, but only that we were 
making headway in dispelling the old 
fallacies of what corporate public relations 
is. 


Public Relations’ Efforts Evaluated 


ion re-evaluate our corporate image, 


we have recently taken an inventory 
of our entire program—fanning out from 
the basic information we had learned 
from oral and written criticisms from 
customers, newspaper comments, and sur- 
veys. One basic guide we have used for 
years is the customer attitude survey, 
conducted by an outside agency. In addi- 
tion, we carefully studied depth surveys 
made among customers in our own terri- 
tory and in other Bell system companies. 
We also had valuable material gained 
from planned customer interviews. As we 
analyzed the things people said about us, 
we found some new and startling truths 
about our corporate self. 

For instance, we found that we did not 
have one but many corporate images— 
and that they changed as the customer 
had experiences, good or bad, with our 
company. We found that the customer’s 
opinion was not static. Sometimes, the 
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attitude was better in one location than 
another. We found that some groups had 
better images of our business than others. 
And amazingly enough, we found that we 
had a dual corporate image. For instance, 
we found that generally the public saw the 
bigness and nation-wide character of the 
telephone business as a sign of efficiency 
and strength to serve. They thought of us 
as big, nationally. Locally, because our 
buildings and people are scattered in many 
different places, they sometimes thought 
of us as a small enterprise, compared to 
other businesses in their community. 


A of our findings pointed out clearly 
that we needed to focus our main 
public relations activities on a local basis, 
building up community good will. Our 
problem then became one of telling our 
management people of our findings and 
of persuading them to re-evaluate their 
own responsibilities in the public relations 
program. We did this in many ways— 
through slide presentations, management 
bulletins, management training classes. 

We also geared our general material 
for employees toward showing the indi- 
vidual telephone person what a strong 
influence he or she has in creating a good 
climate of customer understanding. In our 
employee group discussions, employees 
were stimulated to think about how the 
things they do and say create customer 
attitudes. Our company magazine began 
to give the employee more background 
facts about the business that would be 
helpful to him as he talked with customers 
on and off the job. We encouraged the 
employees to ask questions, to find out the 
whys and hows, because we are aware 
that employee understanding is a neces- 
sary part of good image-building. 
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Good Service Is Key Factor 


i? all of this, the point we have made 
and will continue to emphasize is that 
actually good telephone service is the 
starting point of our public relations pro- 
gram. Without good service, what we tell 
the public loses its effect. Our service must 
not only be technically good but must 
avoid any rigidity when an out-of-ordi- 
nary requirement by the customer de- 
mands an away-from-routine reaction 
from us. 

Most public attitudes are grounded 
basically on personal experiences with 
telephone employees. Incidents, favor- 
able and unfavorable, make a lasting 
impression. In fact, our service has been 
technically good for so long that it is 
often taken for granted. Small, extra 
things loom large in the public memory, 
and virtually all of these experiences in- 
volve personal contacts with employees. 

Now, on the face of it, this seems like 
a pretty obvious fact and yet, by present- 
ing it in the way that we did, we feel it has 
caused management people to consider 
not only whether they are maintaining 
high standards of service efficiency but 
if they are at the same time rendering 
a service that is personally pleasing to the 
customer. 


q 


& 


Besides giving good service, we feel 
that our local management teams must 
keep their fingers on the pulse of the 
local community. Getting to know the 
local people through business contacts is 
one way ; but to be aware of how the com- 
munity feels about us, the local manage- 
ment team also needs to move out into 
community affairs. There are many organ- 
izations—civic and service groups, busi- 
ness and professional groups, educational 
organizations — that are fine meeting 
points with the community. 


ee the customer outside the busi- 

ness not only gives the local manager 
an opportunity to evaluate public opinion 
but, at the same time, it gives him an 
opportunity to help with community prob- 
lems—as an individual and as a repre- 
sentative of the business. We need to be 
alert to community needs and wishes, 
and flexible enough to act, if, in the judg- 
ment of local management people, we 
should. 

In this way we recognize that commu- 
nity problems are our problems too. We 
feel that it is important to us as a corpo- 
rate entity that we do share because we 
want to be a vital part of community af- 
fairs just as other businesses are. 


. we found that we did not have one but many corporate 
images—and that they changed as the customer had experiences, 
good or bad, with our company. We found that the customer's 
opinion was not static. Sometimes, the attitude was better in one 


location than another. We found that some groups had better 
images of our business than others. And amazingly enough, we found 
that we had a dual corporate image. For instance, we found that 
generally the public saw the bigness and nation-wide character of 
the telephone business as a sign of efficiency and strength to serve. 
They thought of us as big, nationally. Locally, because our buildings 
and people are scattered in many different places, they sometimes 


thought of us as a small enterprise..." 
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Good Images Require Planning 


N° of course, we have found through 
experience that building a good 
image in the community does not just 
happen. It takes local planning and it 
means insuring that the men on the local 
scene have the authority to carry through 
their commitments. If they have the au- 
thority and if they will co-ordinate their 
activities, they can do worth-while things. 

Our business, for the sake of efficiency, 
is divided into departments that have spe- 
cific functions ; but the public is not aware 
or interested in this. They see us as one 
business unless, as it sometimes happens 
in an organization like ours, one depart- 
ment begins to pass the responsibility to 
another. We hope that on the local scene 
we can build up a feeling of one company, 
not a house divided. This means that the 
local managers of each department must 
work together in their public relations 
function. 

All of our contacts in the community 
are important. Through personal contacts 
with employees, the public is informed. 
These are as vital in telling the public what 
we do, and why, as are our planned pub- 
licity programs—press releases, advertis- 
ing, lecture demonstrations, talks, open 
houses, films, and family nights. 


= a general way, our public relations 

staff people are helpful in furnishing 
guidance to operating managers in the 
telephone business. We can share with 
them the knowledge we have acquired 
through the years. For instance, we know 
it is better to stress positive qualities but, 
at the same time, be frank. We know that 
we cannot base the program for keeping 
the public informed on just the informa- 
tion we think they should have. The local 
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managers must be close enough to the 
public and alert enough to sense what peo- 
ple want to know, and then give them 
information. We know, of course, the 
public forms opinions with or without the 
information we give them. Actually, be- 
yond guiding the local group in a profes- 
sional way, they are pretty much on their 
own—public relationswise—in their home 
town. The understanding a town has of 
our business ultimately rests with the lo- 
cal telephone people. 

Basically, this was, and continues to 
be, our five-pronged program: serving, 
knowing, sharing, organizing, and in- 
forming on a community basis. 

It is a public relations viewpoint that 
we have hoped to create among all of our 
telephone people. In many areas, where 
the local managers are consciously work- 
ing toward these goals, we are beginning 
to see tangible results; we feel that it is 
important that the people who are doing 
a good job should be given encourage- 
ment and recognition. 


Public Relations Problems Are Many 


NDERLYING all of our efforts, of 

course, is a basic realization that in 
the public utility business we do have 
many public relations problems—and 
many publics. Certainly, we sometimes 
feel that we are a business on a tightrope. 
As we build our corporate image we have 
to consider the people who put their money 
into the business, the people who use our 
services, and the people who regulate our 
business and make our laws. 

During the past decade, most of us in 
the public utility field have experienced 
unbelievable growth during a period of 
spiraling inflation. We have been con- 
fronted with many problems—many that 
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we will have to solve in the months to 
come. Today, as our business has grown 
and our equipment has improved, the in- 
dividual contacts between customers and 
telephone employees have gradually been 
reduced so that now it seems harder for 
us to be recognized as a friendly, inter- 
ested company. We have unattended com- 
munity dial offices where we once had 
operators. Service interruptions are very 
infrequent and the average customer sel- 
dom, if ever, sees a repairman on his 
premises. 


More than half of our customers now 
pay their bills by mail or through pay- 
ment agencies and do not even find it 
necessary to visit the business office. Thus 
we find ourselves in the curious position 
of being bigger yet less seen, less felt by 
the public. Ultimately, this could hurt us 
unless we are careful to constantly remind 
the public that we are there. It could, if 
we are not on guard, come to think of our 
business as a large and automatic machine 
with a will of its own. Our efficiency and 
bigness could become more and more 


Public Relations Starts with Good Service 


. actually good telephone service is the starting point of our public 


relations program. Without good service, what we tell the public loses its 


effect. Our service must not only be technically good but must avoid any 
rigidity when an out-of-ordinary requirement by the customer demands an 
away-from-routine reaction from us. Most public attitudes are grounded bas- 
ically on personal experiences with telephone employees. Incidents, favorable 


and unfavorable, make a lasting impression. In fact, our service has been 

technically good for so long that it is often taken for granted. Small, extra 

things loom large in the public memory, and virtually all of these experiences 
involve personal contacts with employees.’ 
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synonymous in the minds of some cus- 
tomers with something to fear. 


Personal Contacts Important 

| ewe is why we feel that every contact 

is an opportunity for building a pic- 
ture in the customer’s mind of a friendly, 
warm business. It is important that we 
dispel any notion the customer may have, 
because we are of necessity big and by 
design efficient, that we are impersonal 
and inflexible. 

That is why telephone people need to 
be known in the local community. By 
knowing us, the customer can see that we 
are a group of people who work together 
for a common goal. As individuals, none 
of us could give a customer telephone 
service as he knows it today; as a group, 
working together, we can. It is hard to 
estimate the damage that could be done 
if the public is not kept aware that the 
character, the service, the integrity of a 
company, stem from the character, serv- 
ice-mindedness, and the integrity of the 
people in the business. Certainly, the in- 


dividual customer has a warmer image of 
our business if he knows us as a business 
of people—with all the problems people 
naturally have. 


W* are aware the customer does not 

invent the image he has of us; he 
merely recognizes one facet of our image 
or perhaps more than one, and assembles 
them in his own individual way. In our 
business, we have come to feel that the 
management team has the responsibility 
of being aware of the images we create 
and working toward improving our over- 
all corporate image. 

We want our communities to recognize 
telephone people as vital, hard-working 
citizens. This, the community can respect. 
In our neighborhoods, we need to be good 
neighbors. 

And, on the job, we want the customer 
to feel the sincere concern we have about 
his getting the best telephone service pos- 
sible—friendly, flexible, natural, and, at 
the same time, efficient and at a reasonable 
price. 





“| 
of unsound public and 
inflation, then we do indee 


F we continue to be unable or unwilling to face 
rivate policies in our efforts to restrain 


face renewed efforts to expand various 


2 to the hazards 


credit controls, perhaps not only with respect to instalment credit, 
but also in other directions as well—housing, inventories, plant, and 


equipment expenditures. 


"If we are serious about maintaining the value of the dollar and 
achieving continued growth in our economy, it is imperative that gen- 
eral monetary measures be supplemented by sound public and private 


fiscal policies. ... 
ai 


....we [bankers] must strive to continue the improvement of stand- 
ards of performance which have already been achieved ... 
"The level and distribution of personal incomes are capable of pro- 
viding mass markets for our increasing productivity. Mass distribution 
is required, but cannot be accomplished without some type of in- 


stalment credit. In our 
stalment credit is undeniable.” 


pe of economy, the important réle of in- 


—JESSE W. TAPP, 


Chairman of the board, Bank of America, 
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NEVER SAY 


“LODOY 


By JAMES H. COLLINS* 


Still, under new names, they exert pressures, and some old Washing- 

ton hands wonder if our postwar economy is being built too much 

to pressures. Utilities have to build to plans. Might their planning 
offer a new kind of community relations? 


he was definitely cops-and-robbers, 
and never wrote a novel more fan- 
tastic than the life he lived himself. 

Once, Balzac built a house in a suburb 
of Paris. It was what we now call split 
level, on a hillside. The stone boundary 
wall he built kept tumbling down on his 
neighbor’s garden, putting him to expense, 
and he changed his plans so often that 
there was more expense. 

As each room was finished, Balzac fur- 
nished it with furniture from European 
palaces, and paintings from famous gal- 
leries, chalking in where each was to go. 
He was an art collector, and enthusiast. 

Finally, when the builder turned over 
the job—and probably glad to do so—it 
was discovered that no staircase had been 
provided. You came in on the upper story, 
and there you were. 

To the imagination that conceived “The 
Splendors and Miseries of Courtesans” 
that was no problem. Balzac just had the 
stairs built outside. 


A NYBoDY who likes Balzac knows that 


*Professional writer, resident in Washington, 
D. C. For additional personal note, see “Pages with 
the Editors.” 


Is America building such an economy? 


W: were wondering, here in Washing- 
ton. We are old Washington hands, 
correspondents, bureau fellows, assorted 
writers, accustomed to surveying the state 
of the nation, and delivering judgments 
upon it—sometimes, unfortunately, pre- 
dictions! 

Along the Potomac we see a good deal 
of lobbies, and their pressures. 

It seemed to us that, thus far, postwar 
America has been abuilding more to pres- 
sures than to plans. 

We thought we detected a faint but 
growing popular interest in plans. 

And we were scuttlebutting in this area 
with a public utility company standpoint 
in mind: 

In the headlong growth of America the 
past dozen or more years, utility manage- 
ment has perhaps done more planning 
than other agencies. It has had to. A 
utility company must grow with its com- 
munity, and ahead of it. New plant will 
be needed, and it must be located where 
and when it is needed, and earn revenue. 
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Otherwise it will be the house without a 
staircase, and Wall Street will not lend 
on mortgage. 

We thought that if the utility view of 
community growth were held up to citi- 
zens; that is, utility management took a 
stand for the community, and insisted that 
the well-built, balanced community was 
the thing to be considered, no matter what 
pressures were brought... 

We thought that this might be a fresh 
angle for utility public relations, and a 
gooa thing for utility companies. 


We Are All Born into Lobbies 


i Washington, “lobby” is a dirty word. 
You never use it. The place might be 
bugged. There is always the chance that 
somebody working for a lobby is listening 
in. Long ago, they became associations, 
federations, foundations, research insti- 
tutes, congresses, brotherhoods. More re- 
cently they have come to include unions, 
and various groups and movements ex- 
tending into various economic, social, cul- 
tural, ethnic, and even religious fields. 

We spoke of them as “loyalties.” 

A lobby is an organization set up to get 
something, or see that nobody else gets it. 
It can be a modest, temporary thing, van- 
ishing when it has got what it wanted, or 
a massive, permanent “bloc,” financed and 
staffed to look after its interests all the 
time. Large or small, it will be distin- 
guished by its singleness of purpose. With 
all its heart and soul, it goes after what it 
wants, and the devil take the unorganized. 

(Please do not quote us on this. ) 

If you regard a lobby as a “loyalty,” 
and call what it wants as a “cause,” you 
give it face, and can talk about it freely, 
in Washington or state capitals. 
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We went back to the Pilgrim Fathers, 
tracing the origin of loyalties. 

“They lived in simpler times,”’ said one. 
“They came to the wilderness to escape 
persecution. They had a primary loyalty 
only to their faith, based on their under- 
standing of the English Bible.” 

“Yes, the simple souls!” said another. 
“And in a little while they were burning 
witches and hanging Quakers.” 


OON, other loyalties sprang up, as colo- 
nial life became more complex. There 
were Tories and Patriots. The Tories had 
property and jobs; the Patriots ganged 
up and took them, and are now shining 
figures in American history. The Tories 
were, presumably, loyal to the Crown. The 
Patriots were, presumably, loyal to their 
newly founded free institutions. 

“Some time when you are in Toronto,” 
was suggested, “talk with some of the 
United Empire Loyalists up there, de- 
scendants of the Tories. It is like taking 
a Daughter of the Revolution out to lunch 
—in reverse.” 

And so American history has accumu- 
lated all kinds of loyalties, some increas- 
ingly in conflict, to North and South, free 
trade and protection, wets and drys, gold 
and silver standards, farm and city in- 
terests, private and public enterprise, gas 
and electricity. Even where they do not 
conflict they compete with each other for 
your time, as when your service club din- 
ner comes on the same evening as the 
Parent-Teacher Association. 

Counting your own “loyalties” is an 
interesting mental exercise. You will find 
that you cannot be born without one or 
more, and that your interests are probably 
represented by a lobby. 





NEVER SAY “LOBBY”... 


— a sociologist and a psychia- 
trist made a survey of as American 
a community as you could pick, New 
Haven. They were concerned with mental 
illness in people of different social levels, 
and found that New Haven has five 
classes, firmly fixed. 

First, there are the old families, busi- 
ness and property owners; then their 
managers; their salaried employees; their 
wage earners; and, finally, the unskilled 
tenement dwellers, often of foreign birth 
or lineage. 

Their yardstick were three: Where a 
family lived, what its head did for a liv- 
ing, and how long he had gone to school." 

Which indicates that it would be im- 
possible to be born outside a compartment 
in New Haven, and probably in America 
generally. 

You are born in your class, and are sup- 
posed not to let it down. Add race, school, 
college, church, party, profession, busi- 
ness, sports, hobbies, cultural interests, for 
yourself, wife, and children, and you have 
numerous organizations to which you con- 
tribute, and work for, in Washington and 
elsewhere. 

Even if you are left on a doorstep, you 
start life with a loyalty to the orphanage! 

In Washington, even the animals have 
lobbies, as was shown when Congress 


1“Social Class and Mental Illness: A Community 
Study,’ by August B. Hollingshead and Fredrick 
C. Redlich, John Wiley & Sons, Inc. 
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passed a law requiring anesthesia in meat 
packing plants. There may be another 
animal lobby foreshadowed in the sending 
up of a monkey to explore space, to deter- 
mine conditions for human beings. Gordo 
was never recovered. The monkeys are 
not going to like that. Already, space 
scientists are nervous, have banned two 
dirty words—monkeys and apes are now 
referred to as “primates.” The Pentagon 
would undoubtedly think hard before 
sending up an American dog. The rodent 
lobby (rats, mice, squirrels) still has not 
made much of a stir. But give it a chance. 
There are thousands of kids who watch 
Mickey Mouse TV programs with 
“Mickey ears” on their heads, all ready 
and waiting to be appealed to on this front. 

Weare all born with loyalties, live with 
them, leave them money in wills, have 
difficulty in extricating ourselves from 
them when they clash. 

Just the other day, outside Washington, 
an industrious citizen was discovered ex- 
erting a one-man pressure. He does not 
like Jews, and was printing and circulating 
pamphlets telling why. When a newspaper 
referred to him as an anti-Semite he was 
indignant. 

“Why, the Arabs are Semites,” he pro- 
tested, ‘‘and I like Arabs!” 


HE bills for Balzac’s house were 
doubtless added to his lifelong load 
of debts. Balzac was the first novelist to 


"WHAT thoughts are arising at the utility level was shown last fall 
when California voters were asked to pass upon more than a billion 
dollars worth of new bonds, for necessities created by that state's 

henomenal growth of population and industry. More schools, col- 


eges, highways, harbors, hospitals, prisons, government agencies, and 
buildings to house them. The Los Angeles Times suggested that Cali- 
fornia might be coming apart at the seams, but advocated a ‘Yes’ 
on all of them. Two years hence there will be more." 
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write about business, and lost money as 
fast as he could earn it in fantastic busi- 
ness schemes. 


Questions Cropping Up about Our 
New America 


oe of the bills for our postwar 
America are beginning to come in, and 
are raising questions for which utility 
people might help find answers. 

For example, are we going to have 
enough money to build everything every- 
body wants? 

Are we spending money for the right 
things? 

Suppose we can build everything that 
everybody wants, will anybody have the 
time, energy, and zest to enjoy it all? 

Such questions are being asked in 
utility companies’ territories. 

Not in Washington. Here there is loud 
talk about the wickedness of spending, 
and demands that it be reduced. But it is 
always one pressure group charging that 
some other group’s extravagance is feed- 
ing the fires of inflation, or throwing the 
economy off balance. The denials are in- 
stant, automatic, and unvarying. Russian 
students of American culture might learn 
useful party-line techniques from our 
lobbies. 


pe thoughts are arising at the 

utility level was shown last fall when 
California voters were asked to pass upon 
more than a billion dollars worth of new 
bonds, for necessities created by that 
state’s phenomenal growth of population 
and industry. More schools, colleges, high- 
ways, harbors, hospitals, prisons, govern- 
ment agencies, and buildings to house 
them. The Los Angeles Times suggested 
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that California might be coming apart at 
the seams, but advocated a “Yes” on all 
of them. Two years hence there will be 
more. 

Depressing and challenging are the con- 
clusions arrived at by the magazine For- 
tune’s editors, in a recent book reporting 
that a blight is gutting our big cities and 
spreading over our countryside.’ In the 
Los Angeles region some 3,000 acres of 
fields and groves are being bulldozed daily 
for new suburbs. There is talk of a con- 
tinuous city from Santa Barbara to San 
Diego, and such talk is not western ex- 
uberance—there is talk of a continuous 
city along the Atlantic coast from Port- 
land to Norfolk. 

How people are going to get around 
such cities, much less live in them, is get- 
ting little more consideration than how 
they are going to get to the planets, and 
live. 


1 generation will not remember, be- 
cause it was not born, the freedom 
gained by the average American family 
when it got its first car, after the Kaiser’s 
war. It was a limited freedom, because 
there were few modern highways to 
drive on. From Chicago, the only Sunday 
ride was to Milwaukee. 

Today, freeways cannot be built fast 
enough for the two-hour drive to and 
from factory or office. For the company 
president and the shop hand alike, taxi- 
tooling is a “must,” imposed by the ex- 
ploding metropolis. 

In New York a battle has been going 
on in historic Washington Square, where 
the first American daugerreotype was 
taken on a sunlit roof, and generations of 

2“The Exploding Metropolis,’ by the editors of 


Fortune, Doubleday & Co., Inc. New York, New 
York. 
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Organized “Loyalties” 


7 N Washington, ‘lobby’ is a dirty word. You never use it. The place might be 
bugged. . . . Long ago, they became associations, federations, founda- 
tions, research institutes, congresses, brotherhoods. More recently they have 
come to include unions .. . We spoke of them as ‘loyalties.’ A lobby is an 
organization set up to get something, or see that nobody else gets it. It can 
be a modest, temporary thing, vanishing when it has got what it wanted, or 
a massive, permanent ‘bloc,’ financed and staffed to look after its interests 
all the time. Large or small, it will be distinguished by its singleness of pur- 
pose. With all its heart and soul, it goes after what it wants, and the devil 


take the unorganized." 


New York youngsters have gone to the 
city college. 

A motor highway through the square 
is now advocated, as a traffic necessity. It 
is opposed by citizens willing to sit in post 
holes. There are suggestions that Fifth 
avenue be turned into a one-way thorough- 
fare to ease midtown traffic. 

Our communities seem to be running 
out of square feet. 


N” so long ago a man going to work 
required about a dozen square feet 


e 


617 


of area, on sidewalks and in trolley cars. 
There was no parking problem. 

Today he drives alone, surrounded by 
ten times the square footage of sheet 
metal, slowed down by other solitary 
drivers. He has to have more and more 
space to leave his car while he works. He 
is barred from downtown areas. 

As the cars get bigger, Detroit insists 
that this is what he wants. 

It must be true, what the educators say, 
that this generation is neglecting “math,” 
especially geometry. 
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Hew in our scuttlebutting about 
lobbies, we felt no responsibility for 
placing blame or concocting remedies. 
There is an old print, still remembered, 
showing a shattered water pitcher on the 
ground, and an angry schoolmaster de- 
manding to know who did it. A large cir- 
cle of schoolboys, each pointing to the lad 
ahead of him, says “He did it!” 

All we had in mind was to call attention 
to a growing popular interest in better 
community information, and planning, in 
the building of our new America. 

Utility management and other business 
leaders may have information of great 
interest to their communities. We feel 
that there is a growing audience for such 
information. 


Will the Innocent Bystanders Ever 
Revolt? 


— question—a very good question 

—to start conversation anywhere, 
from the top brass to unskilled workers is, 
“What would it mean to you if you lost 
two or three weeks’ pay?” 

We discussed that, and there were fel- 
lows there who had experienced such 
losses in the New York newspaper strike. 

“Who, me? Not likely, with the com- 
pany I work for,” is the usual answer. 
“We're in a solid, developing line—elec- 
tronics. I’ve just had a raise.” 

But it is happening to more and more 
innocent bystanders, as side effects of 
today’s highly organized labor pressures. 
The rights and wrongs of labor questions 
were something we ignored. They are too 
involved. They are definitely in the lap of 
Father Time, and his decisions will un- 
doubtedly be surprising. 

All we were interested in is innocent 
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bystanders as a remarkable audience for 
more adult community information. It is 
an audience to which very little attention 
has been paid, as yet. 

Once, labor disputes were mostly local, 
a matter of wages between one concern 
and its employees. Labor organizations 
were not well-financed, sympathetic strikes 
and boycotts were little known, strike- 
breaking was brutal. There was a popular 
sympathy with strikers, as underdogs. It 
was said that the strike was labor’s only 
weapon against exploitation, that it must 
be defended, that labor had to protect its 
gains, was to be commended for en- 
deavoring to better its condition. 

Today, labor organizations are well- 
heeled, tightly interlocked, directed by 
good executive brains. The old-time strike 
was a small war. The present-day strike 
is a major war, for which massive forces 
are marshaled, months ahead. Even while 
one objective has been gained, plans are 
being laid for new demands at the ex- 
piration of the just signed contract. 


me the military lingo of other days 

one occasionally hears the compari- 
son, “Bringing up a battery of guns to 
knock down a pigsty.” Many of the cur- 
rent labor battles have that character. 
Nobody seems to pay any attention to the 
size, strength, and side effects of the con- 
flict. 

To illustrate with the New York news- 
paper strike: 

A small group of employees decides that 
it wants more money. After the usual pre- 
liminary bouts of demands and refusals, 
this group votes for a strike and throws 
out picket lines. Thousands of other 
workers in that industry, belonging to 
various unions, refuse to cross the 
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picket lines. They have no grievances of 
their own, are under contract to go on 
working, would work under disaster con- 
ditions. But they are involved by inter- 
locking organizations. 

Still other thousands without union 
connections are thrown out of work, and 
pay. New York’s Christmas mail was 
sorted by reporters, linotype operators, 
and other skilled newspaper people be- 
cause the little added income was wel- 
come. 

Had anybody told these people, the 
previous Christmas, that they would be 
glad to land such jobs, nobody would have 
believed it. 


HESE were the innocent bystanders 

directly affected by the stoppage of 
New York’s papers. Thousands more 
were indirect losers. Newspaper advertis- 
ing is a vital necessity in promoting the 
Christmas trade of retail stores. Millions 
of dollars of newspaper revenues were 
lost, advertising agencies suffered, even 
subway traffic showed the effects. Losses 
were reported by employment agencies, 
dependent on want ads in placing people; 
real estate concerns whose transactions 
were reduced for the same reason; clip- 
ping bureaus and wastepaper dealers. 
The extent to which we all live by taking 


q 
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in each other’s washing is not realized 
until some such interruption occurs. 

Still other innocent bystanders were hurt 
in Florida, where the Christmas registra- 
tions fell off as much as 20 per cent; by 
travel agencies and transportation com- 
panies. No New York newspapers meant 
a drop in the demand for newsprint, and 
Canadians were laid off in the lumber 
woods. 


| orem up all the side effects of 

such a strike, by industries, and in 
family budgets, would be an intriguing 
economic project. Nobody seems to have 
done it. The intricate economic machine 
by which we all live suffers a breakdown. 
Everybody sighs in relief when it is got 
going again. 

It was over in New York when the 
striking splinter of the newspaper indus- 
try settled for about what had been of- 
fered in the first place. The striking or- 
ganization blamed the publishers for not 
trying to understand its viewpoint. The 
newspapers wrote off their losses. By- 
standers went back on payrolls, hoping 
that no more wrenches would be thrown 
into the intricate machinery by which we 
all live—though other strikes were in 
progress then, and a dour list of possibles 
was being drawn up for this year. Trouble 


"ONCE, labor disputes were mostly local, a matter of wages between 
one concern and its employees. Labor organizations were not well- 
financed, sympathetic strikes and boycotts were little known, strike- 
breaking was brutal. There was a popular sympathy with strikers, 


as underdogs. It was said that the strike was labor's only —. 
against exploitation, that it must be defended, that labor had to 


protect its gains, was to be commended for endeavoring to better 
its condition. Today, labor organizations are well-heeled, tightly in- 
terlocked, directed by good executive brains. The old-time strike was 
a small war. The present-day strike is a major war, for which massive 
forces are marshaled, months ahead.” 
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in major industries, certain to hurt unsus- 
pecting people in every corner of the land, 
things to start worrying about. 

It is only fair to say that not all the 
pressures here in Washington are applied 
by labor. Last year we had an amusing 
squeeze on one innocent bystander, the 
Postmaster General, no less. 

Detroit’s Willow Run airport is said to 
be the furthest out in the United States, 
35 miles. At war’s end Uncle Sam sold it 
for a dollar to the University of Michigan. 
Wayne county had an old airport, 12 miles 
nearer, which was remodeled and named 
Detroit Metropolitan. When it began to 
attract airlines, friends of the university 
—it is said—went to work on Secretary 
Summerfield to block a. postal station at 
the new port. 


Wanted—A Score for Business 
Climate 


I NNOCENT people are hurt, lose their 

lives and property, by hurricanes, 
earthquakes, droughts, floods. These are 
called blind forces of nature, and research 
is directed toward learning more about 
them, for forecasts, protection, perhaps 
prevention. 

The disasters caused by organized pres- 
sures might be called blind forces of hu- 
man nature. Hardly any comparable re- 
search is being done. 

Our economy is tough. No matter how 
the pressures are applied, it survives, and 
there is always more health in it than 
trouble. Maybe it is because the pressures 
and counterpressures are so varied as to 
offset one another, in a rough way, so as 
to avoid extreme bias. To thousands of 
people last Christmas it seemed sick, and 
yet, except for 1957, last year was notable 
for having lost fewer man-hours by 
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strikes than any other postwar year. Secre- 
tary Mitchell thought, in announcing these 
figures, that there might be signs the labor 
boys and management boys were begin- 
ning to grow up. 


_” New York state’s elections last fall 

Governor Rockefeller was helped by 
a new catchword, “Good business cli- 
mate.” He stemmed a strong political tide 
running against him by going with what 
appears to be a current going the other 
way. 

This current may be useful to utility 
management. If it sets its course with it, 
it will find others going along. Not only 
people hurt by pressures, but pressure 
agencies themselves—there are slight but 
significant items to that effect in the news. 

Some 250 employees of a Long Island 
concern, making cotton-tipped swabs, 
struck for a 10-cent raise. As routine 
strike procedure, they asked other unions 
to boycott the company’s product. 

Then, evidently, somebody got to think- 
ing marketwise. Suppose, instead, the 
product were bought by unionists. In- 
creased sales would lead the company to 
put on more workers, volume would pro- 
vide the wage increase. That union 
launched a modest advertising campaign 
to increase sales. 

In larger industries, labor executives 
are beginning to think marketwise, dis- 
covering that their fight for higher wages 
is not with management, but with the con- 
suming public. 


F@ an example, men’s hats. Men have 

been going bareheaded to such an ex- 
tent that the hat industry is crippled. Hat 
manufacturers are meeting this problem 
by designing raffish hats—the badger-hair 
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A Workable Motto 


— score and twelve years ago, now, our fathers brought forth on this 
continent the document under which we have lived ever since, with tur- 
moil. .. . But under that document we get along somehow, and associated with 
it is a motto that, somehow, we have remembered—so far. United we stand, 
divided we perish. In a community pestered by pressure, it might be a good 
motto for utility management to adopt, and patiently hold up. They might 
even get across, eventually, the patently true message that what is good for 
the community is good for the utility. And who knows but that eventually 
there may even come about public recognition and acceptance of the mes- 
sage that the reverse of that proposition is equally true." 


shaving brush of other days is now mini- 
aturized in a yodel-type man’s hat. Hats 
are being concocted for different occa- 
sions, formal, loafing, sports—if a man 
follows the persuasions of hat makers he 
will soon have a closet full of head wear. 

Hat makers’ unions are co-operating 
in this promotion. They may talk tough to 
the manufacturer, but to the public they 
and the bosses are pals in promoting the 
extra dollar’s worth of gross business. The 
other day a local hat makers’ union in- 
vested $300,000 in a distressed hat com- 
pany, to save 325 jobs. Several vears ago 
that union lent $200,000 to another hat 
company, all of which, except $25,000, 
has been repaid. 


€ 


ae of the same kind is develop- 

ing in men’s shoes. News items con- 
stantly crop up about pressure groups, 
sawing away at limbs, discovering that 
they are sitting on the same limb. 

Could utility management, and other 
business heads, contrive a score to register 
the economic health in their communities, 
to offset pressure headaches? 

People love scores. Note how reporters 
on quiz panels ask, again and again, ““Who 
is ahead—us or the Russians?” People do 
not argue about runs, hits, errors. 

There are some interesting trends, such 
as the way new telephones reflect personal 
income. An industrial economist has 
worked out statistics for different sections 
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of the country, indicating that the tele- 
phone is an actual creator of wealth, a 
tool that the community uses to make 
more money.® 

There must be similar relations between 
community income and other utility serv- 
ices. Electricity and gas are also tools. 


ere, what may be the first 
weather bureau for business climate 
has been formed in New York state’s 
Niagara region. A manufacturer there had 
a decision to make, between enlarging his 
plant, or building a new plant in another 
state. Local labor interests were hostile. 
He worked it out with them, enlarging 
present plant, but was bitter about the 
total indifference of state government 
people and business associations in 
straightening out the situation. 

Whereupon, with other executives in 
that region, he formed the first ‘Business 
Climate Appraisal Committee,” to look 
into conditions. Its objectives seem to be 
important in any business community. 

For example, the facility with which 
business can be carried on, or otherwise, 
according to intelligent local rules—or 
otherwise. The manufacturer who started 
this movement has had difficulty in hiring 
engineers from other states. New York 
state income taxes make bad weather 
there. 

What are the comparative costs of 
doing business in the community? What 
kinds of skills are available? What is the 
industrial citizenship—are business con- 
cerns active in community affairs, or is 

8“Telephone Statistics, the Nation’s Economic 


Stethoscope,” by Alexander I. Warrington, Teleph- 
ony, January 3, 1959, 


there absentee ownership? What sort of 
place is it to have a job, live, bring up 
children? How do small business concerns 
fare? What kind of planning is being done 
for growth? 

Et cetera. 


An Old, Workable Motto 


Ki score and twelve years ago, now, 

our fathers brought forth on this 
continent the document under which we 
have lived ever since, with turmoil. 

That was a hot battle of loyalties! 
There were clashes between the states, the 
haves and have-not, the rank and file of 
the late war. George Washington himself 
presided, but was suspected of aristo- 
cratic ambitions. 

Not all the appointed delegates at- 
tended the convention, and not all who 
did were willing to sign the document 
when ready for submission to the states. 
There were only fourteen then, perhaps 
luckily. 

But under that document we get along 
somehow, and associated with it is a 
motto that, somehow, we have remem- 
bered—so far. 

United we stand, divided we perish. 

In a community pestered by pressure, 
it might be a good motto for utility man- 
agement to adopt, and patiently hold up. 
They might even get across, eventually, 
the patently true message that what is 
good for the community is good for the 
utility. And who knows but that eventu- 
ally there may even come about public 
recognition and acceptance of the mes- 
sage that the reverse of that proposition 
is equally true. 
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New Atom Plant Formula? 


. bes proposed construction of a series 
of nuclear plants by the Atomic 
Energy Commission under a 50-50 co-op- 
erative arrangement with private indus- 
try was recently announced by Chairman 
John A. McCone. He told a hearing of 
the Atomic Energy Subcommittee of the 
congressional Joint Committee on March 
25th that under this plan the federal gov- 
ernment would pay half the cost of some 
privately owned nuclear reactors. 

Representative Chet Holifield (Demo- 
crat, California), chairman of the Legis- 
lative Subcommittee, told McCone that he 
personally was not sold on the capital 
grants. The formula, he said, might set a 
precedent which would have a far-reach- 
ing effect in government. The subcommit- 
tee concluded hearings on the atomic 
energy program for the coming fiscal year, 
calling for new construction projects 
totaling $115.5 million. 

McCone said that although the authori- 
zation bill limits capital assistance to con- 
struction of the boiling water reactor, the 
AEC contemplates construction of a series 
of plants under such a co-operative ar- 
rangement during the next several years. 




















The commission, he said, will determine 
the type and size of the plants and will 
retain a “substantial degree of control over 
the design, construction, and operation” 
of the plants. The prototype plants will 
provide the information needed to de- 
termine if various types of reactors are 
feasible for large power plants, McCone 
said. 

The government will invite private 
power companies and co-ops to build the 
plants and provide up to 50 per cent of the 
needed money, McCone explained. In- 
cluded will be the cost of the site, the re- 
actor, and generators. 


M cCone spelled out the restrictive con- 
ditions attached to the co-operative 
prototype nuclear plant plan. In no case, 
he said, will the cost of the power group 
be less than the cost of building a conven- 
tional plant. Also, the private owner will 
be unable to include the commission’s in- 
vestment in the capitalized value of the 
plant for setting rates. Just what view the 
state regulatory commissions might take 
of this arrangement was not touched upon. 
The AEC’s assistance will not. be used as 
competitive subsidy to undercut the price 
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of conventional electricity in any area, 
McCone emphasized. The information ob- 
tained from the building and operation of 
these prototype nuclear plants, he said, will 
enable the industry, as well as the AEC, 
to determine what types of reactors are 
feasible for large power plants. 


Progress on Atom Plants 


KY’ with federal assistance, it will take 
a considerable amount of ingenuity to 
bring the cost of nuclear power down to 
competitive levels with conventional 
power plants. This was recently stressed 
by Joseph M. Harrer, associate director 
of the reactor engineering division of the 
Argonne National Laboratory. Speaking 
to a joint Chicago meeting of the National 
Rural Electric Co-operative Association 
and the American Public Power Associa- 
tion, Harrer pointed out that 25,000-kilo- 
watt plants, such as the Argonne experi- 
mental boiling water reactor, are a prac- 
tical size for rural areas but they still cost 
far too much. He said that they would 
originally cost about $3 million more than 
comparable conventional plants, which 
makes them too expensive for general use. 

“Without an immediate scientific break- 
through—which seems hardly probable— 
the problem of bringing atomic power to 
the consumer is in the hands of the engi- 
neers and the accountants,” Harrer said. 
He pointed out that much of the added 
cost of nuclear plants represents the need 
for better, safer equipment. 

In an effort to lower operating costs, 
AEC is asking private industry for pro- 
posals for designs on nuclear reactors 
using superheating processes. AEC sched- 
uled a public hearing for April 9th on the 
financial resources of Yankee Atomic 
Electric Company, which is building a 
$62 million nuclear power plant near 
Rowe, Massachusetts. Industry offers to 
design a nuclear superheater must be filed 
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with the AEC by April 20th. The commis- 
sion said it plans to award a cost-type con- 
tract for research and development of con- 
cepts and materials most suited for a re- 
actor using nuclear superheat. 


era steam, many times hotter 
than ordinary saturated steam, which 
has a constant temperature of 212 degrees 
Fahrenheit at sea level, is produced by 
running saturated steam through a super- 
heater until all the water is vaporized. 
Most conventional oil- and coal-fired pow- 
er plants use superheaters to boost gener- 
ating efficiency. So far, however, nobody 
has yet built a nuclear superheater—one 
using atomic fuel instead of coal or oil. 

If nuclear superheaters are possible, 
they might open the way for cheaper 
atomic power by permitting the use of 
simpler and more efficient turbines. In- 
creased efficiency, moreover, might mean 
less fuel would be needed to power the 
plant—an important consideration when 
that fuel is costly uranium. 

Allis-Chalmers is said to be thinking 
about incorporating a nuclear superheater 
in an atomic power plant that it is building 
for Northern States Power Company. 
General Electric is reported considering 
nuclear superheat for one of its plants. 
Experts are hopeful that superheated 
steam will lower the cost of atomic elec- 
tricity by a couple of mills. However, un- 
less there are other breakthroughs, even 
the superheater process for nuclear plants 
will not make resulting energy competitive 
with coal- and oil-fired systems. 


> 


Accord on Columbia River 


HE International Columbia River En- 
gineering Board has announced that 
the last major difficulties, in the U. S.- 
Canadian development of the Columbia 
river basin, have been ironed out. The 
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group has stated that there are ‘“‘no serious 
conflicts” remaining over the joint de- 
velopment of the water resources in the 
basin. A recommendation has been made 
by the board for the construction of power 
plants which will produce 16 million kilo- 
watts of power. These plants would be 
built on the Upper Columbia and the 
Kootenay rivers and would be operated 
under an international agreement. In the 
past there have been heated differences 
between the United States and Canada 
over the future of the river, which flows 
through the two countries. The board’s 
recommendations will be submitted to the 
International Joint Commission, a U. S.- 
Canadian agency. 

Of course, such an agreement would be 
in the nature of an overall division of au- 
thorization. Further action at the domestic 
level in both countries would be neces- 
sary to work out plans or details as to who 
would build or operate what facilities. 
The usually thorny question of private 
company or federal development of fa- 
cilities for the United States remains to 
be answered in the future by congressional 
or regulatory licensing action. 


A COMING political decision by Canada 

will shortly provide the answer to the 
quest of industrial Midwest states like 
Michigan for new and increased supplies 
of natural gas. If it is favorable—and fed- 
eral power experts believe it will be— 
Canadian gas will flow into the factories 
and kitchen stoves and household furnaces 
of Wisconsin, Minnesota, Michigan, and 
other northern border states. 

The question Canada is debating is 
whether its gas resources in Alberta are 
sufficient to permit exporting into the 
United States. To boost Canadian indus- 
tries, the conservative government of 
Prime Minister Diefenbaker is. still 
pledged to a “Canada First” program 


when it comes to ladling out natural re- 
sources. But Alberta Province is urging 
that Diefenbaker and his advisers recog- 
nize the “almost inexhaustible” supply of 
Canadian gas and capitalize on the hungry 
American market. Governmental and 
diplomatic sources in Washington expect 
the answer will come before Parliament 
adjourns in Ottawa on July Ist. 

Prior to its last change in government, 
Canada was supposed to be set to approve 
a plan whereby Trans-Canada Pipe Line 
Company would bring gas down from Al- 
berta fields through Emerson, Manitoba, 
and into Minnesota. But the shift in 
political climate in Ottawa held up the 
plan. An “easing” of the political situation 
is expected to come when a joint Canadian- 
U. S. panel issues a pamphlet in the near 
future analyzing a co-operative tapping of 
the immense Canadian gas fields. 

American pipeline companies are show- 
ing a continuing interest in obtaining 
Canadian gas, despite international com- 
plications. One of them is Michigan Wis- 
consin Pipe Line Company, which supplies 
gas from southern fields to its sister firm, 
Michigan Consolidated, and also serves 
markets in Wisconsin. Last November, 
Michigan Wisconsin advised the Federal 
Power Commission that it would like to 
“assist in ultimate importation of Cana- 
dian gas in a way which will benefit all 
gas consumers in the Middle West.” 


2 


Bonneville Rates Inadequate 


HE Bonneville Power Administra- 

tion’s annual report was issued at 
Portland, Oregon, on March 26th, and it 
contained some surprises in its discussion 
about the inadequacy of the present 
Bonneville wholesale power rate. The out- 
standing feature of the report was the 
reference to the approaching deadline for 
the top-level decision (probably by the In- 
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terior Department) on whether such rates 
should be increased. 

The Bonneville Power Administration 
is shown to have lost money for the first 
time since it went into operation back in 
1939, because of inadequate revenues to 
take care of all of its obligations under 
present rate schedules and financing setup. 
Last November it was announced that 
even greater losses (than experienced in 
fiscal 1958) would be incurred within the 
next two fiscal years unless the present 
rate of $17.50 per kilowatt year is boosted. 

In his annual report, BPA Administra- 
tor Pearl stated that a decision on a change 
has to be made before July Ist if rate 
alterations are to be made by December 
20th, the adjustment date in Bonneville 
contracts. This does not necessarily mean 
there will be an increase. Since the first 
Columbia river power was produced 
twenty years ago, the wholesale rate has 
been $17.50 a kilowatt year, which has 
averaged out at 2.36 mills a kilowatt-hour. 
There are pressures to maintain this, de- 
spite a loss of $2,949,501 last year on a 
gross of $66,729,110 and forecast of losses 
of $5.5 million this fiscal year and $6 mil- 
lion next. 


MONG proposals to offset the losses is 
one to use a surplus of $76,345,213 
which Bonneville has built up by repaying 
the federal Treasury ahead of schedule 
for capital the government has invested 
in the system. This surplus could absorb 
losses of the $17.50 rate for several years. 
Thus far, 15.7 per cent of the capital in- 
vested in the system has been repaid, in 
addition to paying $141 million for op 
eration and maintenance and $189 million 
in interest. 

Administrator Pearl said the increasing 
deficits will come from greater expenses 
and addition of higher-cost generating 
plants. 


Foreign Bid Studied 


HE Office of Civil Defense Mobiliza- 

tion will make an investigation into 
the imports of large steam turbine genera- 
tors, under the provisions of § 8 of the 
Trade Agreements Extension Act of 
1958, Director Leo A. Hoegh has an- 
nounced. This action was based on re 
quests by General Electric Company and 
Westinghouse Electric Corporation. Both 
organizations contend that contracting to 
buy foreign types of highly specialized 
electric equipment could endanger the 
nation’s security. 

They claim that only the manufacturer 
could supply the dies, parts, and knowledge 
of the equipment necessary for repairs 
and that a war or a national emergency 
might well make such services unavail- 
able. The OCDM Director, under the law, 
is now required to ascertain whether the 
award by TVA of a turbogenerator con- 
tract to a British firm is prejudicial to na- 
tional security. 

Replying to the recent accusation by 
the United Electrical Workers that both 
Westinghouse and General Electric had 
destroyed more than 700 job opportuni- 
ties by overbidding on the TVA turbogen- 
erator contract, thus allowing it to go toa 
British firm, a Westinghouse spokesman 
has commented that “The United Elec- 
trical Workers have done a disservice to 
their own members and to the national se- 
curity with their absurd charges of 265 
per cent profits in the American electrical 
industry.” The Westinghouse statement 
explained that the UEW had taken an 
isolated man-hour figure representing a 
small part of total employment costs, mul- 
tiplied it by an industry average wage, also 
incorrect in this case, and finally applied 
a mythical productivity advantage favor- 
ing U. S. heavy electric industry. 
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Telegraph 


Monster Stockholder Meeting 
Planned 


fe American Telephone and Tele- 
graph Company moved its annual 
meeting, April 15th, to larger quarters. 

Share owners who said they planned to 
attend were notified that because there 
were so many of them, the meeting would 
be shifted to the Kingsbridge Armory, 29 
West Kingsbridge Road in the Bronx. The 
usual meeting place in recent years has 
been in the company’s building at 50 
Varick street in downtown Manhattan. 

The largest attendance at a previous 
AT&T annual meeting was in 1957, when 
the Varick street meeting room, which 
holds more than 2,500, was filled to ca- 
pacity. The company expected that several 
times that number would attend this year’s 
meeting. Some 25,000 expressed an inter- 
est in coming. 

While AT&T did not expect all 25,000 
persons to attend, it was counting on about 
7,500. At that rate the meeting would be 
the biggest stockholder meeting on record. 
The General Electric Company and the 
Standard Oil Company (New Jersey) 
have played host to about 4,000 in past 
years. 

Tickets to the meeting and instructions 
how to get there, including a map of New 
York city transit lines, were mailed to the 
25,000 shareholders who have expressed 


an interest in coming. According to past 
experience, less than 50 per cent of the 
shareholders who indicate they will attend 
actually arrive. 


» 
Court Dismisses California 


Rate Appeals 
_ U. S. Supreme Court has dis- 


missed an appeal from the California 
supreme court which upheld the right of 
the California commission to grant so- 
called “interim increases” to a number of 
telephone companies in that state without 
formal notice or hearings. The court said 
that there was no “substantial federal 
question” which would warrant the high- 
est court reviewing the action of the state 
court. 

The companies involved in these ap- 
peals—which were taken by the cities of 
Los Angeles and Long Beach—were Pa- 
cific Telephone & Telegraph Company, 
General Telephone Company of Califor- 
nia, Sunland-Tujunga Telephone Com- 
pany, and California Water & Telephone 
Company. Mr. Justice Black, dissenting, 
thought that the U. S. Supreme Court 
should have reviewed the whole question. 

These California rate cases were started 
in 1957 with the filing of rate increase ap- 
plications. But while the hearings were 
still in process, Pacific Telephone & Tele- 
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graph Company moved for an “interim 
rate increase” on grounds that some meas- 
ure of rate relief was needed right away 
without further delay. The independent 
telephone companies joined in this plea, 
and the commission agreed. 

Los Angeles and Long Beach contended 
that this amounted to practically a new 
case in which all parties should be entitled 
to notice and opportunities to be heard, 
and so forth. But the California commis- 
sion disagreed, pointing out that rate reg- 
ulation is a legislative and not a judicial 
function. Thus the commission may act at 
any time without violating constitutional 
right by the procedure it uses. 


¥ 


Bell Radio Frequency 
Testimony 
B= system witnesses have filed some 


interesting testimony with the FCC 
in the so-called “Docket No. 11997.” In 
this case the commission is studying the 
allocation of radio frequencies in the range 
between 25 and 890 megacycles. The Bell 
system witnesses included John J. Hansel- 
man, assistant vice president of the Amer- 
ican Telephone and Telegraph Company ; 
Robert Bright, mobile radio engineer for 
the AT&T; Harold R. Huntley, chief en- 
gineer of the AT&T; and Paul W. Blye, 
director of systems engineering of Bell 
Telephone Laboratories. 

Mr. Hanselman described the different 
types of public mobile service, including 
signaling service (commonly called pag- 
ing service), and dispatch service whereby 
the person in one mobile unit can talk 
with any other mobile or exchange tele- 
phone customer. He reviewed the different 
customers for such services: ambulance, 
physicians, police and fire, gas, electric, 
and water utilities, burglar and other pro- 
tective service, and various types of busi- 
ness enterprise requiring contact with 
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mobile units for efficient operation. There 
were estimates given of future require- 
ments, based on rapidly increasing auto- 
mobile registration, and Hanselman 
urged a prompt decision by the FCC. 


AS to the rdle of the telephone company 
in meeting mobile telephone needs, 
Hanseman said that mobile service is a 
natural extension of exchange and toll 
service. He concluded: 


... it cannot be emphasized too strongly 
that a great expansion of public mobile 
telephone service is in the public inter- 
est. It would provide for the first time 
adequate communication service to peo- 
ple on the move, it would expand in- 
vestment and job opportunities through- 
out the electronics industry, it would 
strengthen our communication re- 
sources in time of national emergency. 
The commission is strongly urged to 
allocate sufficient frequencies to the 
land-line telephone companies to make 
possible the establishment of a truly 
adequate nation-wide public mobile 
telephone system. 


Mr. Huntley dealt mostly with the tech- 
nical phases of Bell system radio frequency 
requirements. His testimony contained a 
number of very interesting exhibits, in- 
cluding a color chart breakdown of the 
radio spectrum from 25 to 890 mega- 
cycles. He said that the Bell system is pre- 
pared to take the following steps: (1) de- 
velop, in company with others, studies and 
programs necessary to make mobile serv- 
ice an integral part of the whole toll and 
exchange network; (2) undertake an or- 
derly program for moving present mobile 
radiotelephone operations to a proposed 
new frequency range from its present al- 
locations as the new frequencies become 
available; (3) work closely with all peo- 
ple who are interested in producing mo- 
bile units, sharing the “know-how” freely 
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but not getting in directly to the design or 
production, sale, or service of mobile sets, 
public or private. 


M:* BRrIGHT’s testimony described two 
recent special developments in Bell 
system mobile service: (1) the current 
trial of air-to-ground service in the De- 
troit-Chicago area, whereby the airplane 
traveling public can be put into telephone 
communication via radio with ground sta- 
tions; (2) the signaling service through 
pocket receivers worn on the person of 
subscribers now provided in Allentown 
and Bethlehem, Pennsylvania, and Co- 
lumbus, Ohio. With respect to the second 
point, Mr. Bright concluded: 


Although personal signaling service 
is obviously not a substitute for full 
two-way service it meets a need for a 
minimum type of personal communica- 
tion at relatively low cost. Because it 
can be operated interspersed with mo- 
bile telephone calls it provides a greater 
total of communications within a given 
area within the same amount of spec- 
trum space. 


Paul W. Blye, testifying for the Bell, 
Telephone Laboratories, described com- 
mon carrier mobile services as they exist 
today and future needs. His testimony was 
accompanied by some illustrative exhibits 
showing how mobile services work or can 
work under different conditions. As to fu- 
ture possibilities, Mr. Blye concluded: 


As previously indicated, we should 
expect, as the first phase of our devel- 
opment program, to make available to 
the telephone companies at the earliest 
possible date, a co-ordinated mobile ra- 
dio system providing about 200 chan- 
nels of good quality. In addition to mo- 
bile radio service to vehicles this system 
will also provide much needed facilities 
for public correspondence to airplanes, 


and even for maritime radio service. In 
addition, personal radio signaling such 
as Mr. Bright has described can send 
signals interspersed among telephone 
calls, with very small effect on call-han- 
dling capacity. Such a system will fur- 
nish service to some 5,000 customers in 
a single area. 

Our experience has been that the pub- 
lic is quick to recognize the merits of 
a high-quality communication service 
and we should expect the number of 
mobile customers to expand rapidly. 
Paralleling the Phase 1 development, 
therefore, we should expect to embark 
upon Phase 2 of our program by ex- 
panding research and exploratory de- 
velopment effort directed toward a more 
sophisticated system, providing at least 
1,000 channels, to serve many more cus- 
tomers. ... 


> 
Court Upholds Strike Violence 


Convictions 


Tt. U. S. Supreme Court on March 
30th upheld the federal conviction of 
two telephone strike saboteurs for conspir- 
acy to dynamite government-controlled 
telephone lines, even though they were 
punished under a state law for the same 
act. The conviction grew out of strike vio- 
lence during the Southern Bell Telephone 
and Telegraph Company strike in 1955. 

The court’s opinion, delivered by Justice 
Brennan, was the latest of a long line of 
rulings that both state and federal penal- 
ties may be imposed for the same criminal 
action. The vote was 6 to 3. Chief Justice 
Warren and Justices Black and Douglas 
dissented. The defendants were convicted 
of conspiring to blow up Southern Bell 
telephone lines in Jackson, Mississippi, an 
outgrowth of a strike against Southern 
Bell by the CWA. 
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Analysts’ Views Differ on 
Accelerated Depreciation 


pew forthcoming Securities and Ex- 
change Commission hearings on ac- 
celerated depreciation have occasioned 
new controversy over this already much- 
debated topic. A number of briefs have 
been filed by utility companies, and utility 
analysts are also showing considerable in- 
terest in the subject. The National Fed- 
eration of Financial Analysts Societies first 
sent a letter to the commission stating 
that its standing committee “empowered 
to deal with such matters” is in hearty 
accord with the commission’s action, and 
in effect favors normalization of deferred 
taxes in the income account. The letter 
added, ‘‘we believe that the lack of uni- 
formity in income and balance sheet ac- 
counting is misleading to the investor.” 
The New York Society of Security 
Analysts, whose membership comprises 
roughly one-half of the federation’s, was 
apparently not consulted with regard to 
the federation letter. A special committee 
was appointed and sent its own letter dated 
March 23rd to the commission, stating 
that the New York committee “does not 
concur in that [the federation’s] statement 
and seriously doubts that the views pre- 
sented therein are representative of the 
general thinking of financial analysts.” 
The committee held that the SEC 
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and Comment 


By OWEN ELY 


“notice” was too indefinitely worded, and 
also that action by the SEC might not be 
especially helpful toward the goal of uni- 
formity in utility accounting, in view of 
the varying views and orders of state 
commissions in connection with both ac- 
counting and rates. The committee felt 
that at the present time investors are ade- 
quately protected by footnotes to the ac- 
counts indicating how tax savings (“‘de- 
ferred taxes”) resulting from accelerated 
amortization and/or liberalized deprecia- 
tion are handled. 


Howes. one member of the commit- 
tee entered a vigorous dissenting 
opinion, in a separate letter to the com- 
mission. He did not agree “that a foot- 
note in an annual report or occasional 
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prospectus adequately protects investors 
in this matter. It is plain that the foot- 
note is disregarded by managements of 
some companies that advocate its use. 
They base their financial policies on the 
contention that the ‘restricted surplus’ is 
a substitute for common equity money 
and to the extent that there is ‘restricted 
surplus’ they refrain from marketing an 
equivalent amount of common stock. 
These managements deny the validity of 
the more rational view that deferred taxes 
are more nearly equivalent to long-term 
debt—an interest-free loan of tax money 
by the government repayable in instal- 
ments over a long period of years. Since 
it does, in reality, make a difference wheth- 
er management puts the deferred taxes 
into a separate reserve or includes them 
in earmarked surplus, the argument that a 
footnote will take care of the problem does 
not hold water. This problem has aspects 
like Gresham’s Law which holds that bad 
currencies tend to drive out the good. If 
steps are not taken to eliminate an unde- 
sirable accounting practice, competition 
will drive others into adopting it. 

“A much more serious problem is the 
use by public utility companies of ‘flow- 
through’ accounting in connection with 
accelerated depreciation. This problem 
also calls for the adoption or imposition 
of some standards for the protection of 
investors, but as I read the notice this 
practice is not to be scrutinized by the 
commission at this time.” 


i fm editor agrees with Mr. Vander- 
hyde that footnotes do not furnish 
adequate information for the investor— 
except perhaps to the sophisticated insti- 
tutional investor who has the benefit of 
careful analytical aid. Footnotes in both 
annual reports and prospectuses frequent- 
ly appear in another section, separated by 
a number of pages, and reference to the 


page number is not always clearly indi- 
cated. In the recent prospectus on the is- 
sue of common stock by California Elec- 
tric Power Company, the SEC took notice 
of this difficulty and ordered the footnote 
to be reproduced along with the earnings 
statement in the front of the prospectus. 

Moreover, footnotes are frequently 
couched in highly technical accounting 
language and may be difficult for the ordi- 
nary investor to understand. Considering 
the importance of the effect on earnings 
and common stock equity of deferred 
taxes, and the fact that some companies 
normalize while others do not, the small 
investor is entitled to adequate protection 
so that he can clearly compare the share 
earnings of one company with another, 
even though they use different methods of 
handling tax deferrals. The question of 
the location of deferred taxes in the bal- 
ance sheet, while important, seems decided- 
ly secondary so far as the small investor 
is concerned. 

¥ 


California Commissioner 
Recognizes Menace of 
Steady Inflation 

N address by Ray E. Untereiner, mem- 
ber of the California Public Utilities 
Commission, before the California Farm 
Bureau of Federation last November, con- 
tains a very complete account of the com- 
mission’s history, setup, and duties. It 
regulates some 18,000 private companies, 
with extensive jurisdiction and very great 
regulatory powers—which originated with 
Hiram Johnson in 1911 when he wanted 
to diminish the influence of the Southern 
Pacific. There are five commissioners ap- 
pointed by the governor for six-year terms, 
but on a staggered basis so that he can- 
not usually appoint more than two in his 
first two years of office. 
Mr. Untereiner pointed out that among 
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the 25 largest cities in the United States, 
San Francisco enjoys the lowest combina- 
tion of gas, electric, and telephone rates, 
while Los Angeles ranks third. (Electric- 
ity is provided there by a public authority. ) 
He recognizes that in California the ef- 
fects of inflation on replacement costs have 
not been fully compensated for by rate 
increases, since the commission uses an 
historical cost rate base. Hence both rate 
base and earnings are minimized during 
inflation as compared to what they would 
be on a current value basis, and a common 
stockholder in a California utility cannot 
expect the same degree of capital appreci- 
ation on his investment as he would enjoy 
in a successful nonregulated business. 
However, he thinks that in the past this 


has not particularly depressed prices for 
California utility stocks “because they 
have offered a relatively good hedge 
against deflation and depression” ; during 
depression periods original cost figures 
may tend to be higher than current value 
figures. 


Howes he admits that this “happy 
situation” may not continue since 
basic conditions have changed. He states: 


Until the time of the first New Deal, 
the business cycle was well pronounced ; 
and deflation regularly followed infla- 
tion every ten years or so. Now that 
there is virtually no limit on the federal 
government’s ability to expand the 


MARCH UTILITY FINANCING 
PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Amount 
Date (Mill) 
Bonds 
3/11 $25 Northern Indiana P.S. Ist 44s 1989* 
3/11 33 Colorado Interstate Gas Ist 4.70s 1979* 
3/25 Montana Power Ist 44s 1984 


Description 


Price Under- 
To writing ing é 
Public Quality Rating wg 


Aver. Yield 
For Success 


Offer- Securities Of 
‘ Of Similar Moody Offer- 


4.28% Aa 
4.48 


4.34 
4.25 


3/25 Cleve. Elec. Illum. Ist 44s 1994 : 
Ohio Edison 1st 44s 1989* 101.16 : . 4.34 
Ohio Power Ist 48s 1989 102.55 : . 4.34 


Preferred Stock 


Equitable Gas 4.36% Conv.** 102.00 
Colorado Interstate Gas 5.35% s.f. Pfd. 100.00 
Texas Eastern Trans. 5.60% s.f. Pfd. 100.00 


Earns.- 


Common Stocks—Offered to Stockholders 


Piedmont Natural Gas 
Pacific Power & Light 
Eastern Utilities Associates 


6.80% 
6.41 
7.09 


Common Stocks—Offered to Public 
3/26 Upper Peninsular Power S71 


C—Competitive. N—Negotiated. *Cash sinking fund beginning in later years. **Converted into common 
at 42. a—Reported issue well received. c—Reported issue sold somewhat slowly. f—Ninety-four per cent 


subscribed. 
Source, Irving Trust Company 
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money supply and inflation, although 
vigorously denounced by every politi- 
cian, appears to have become a fixed 
and deliberate federal policy regardless 
of the party in power, constant infla- 
tion extending over very long periods 
of time, never fully compensated by 
such brief periods of deflation as may 
occur despite the government’s vigilance 
to prevent them, may well destroy the 
attractiveness of utilities securities as a 
hedge. Should this occur, then a higher 
yield will be necessary to persuade in- 
vestors to provide the funds to finance 
the ever-expanding need for utility plant. 


These well-reasoned conclusions help to 
explain the seemingly more liberal policy 
of the California commission with respect 
to rate of return over the past two years. 


& 
Percentages Earned on Book 
Value by Utility Companies 


Vv 


ICE PRESIDENT HERRMAN of South- 
ern California Gas Company has 


= 


compiled some interesting figures on the 
average percentage earned recently on book 
value of common stocks by electric and 
gas utilities in different states. (See ac- 
companying table. ) 

The historical record for different 
groups compares as follows: 


Gas Utilities 
Manu- 
factured Natural 
Or Mixed Gas 
4.9% 12.9% 
5.6 11.5 
7.3 11.4 
7.6 13.2 
6.2 11.5 
6.8 125 


Pipe- 
lines 
12.7% 
12.5 
14.9 
16.0 
15.4 
13.6 


Electric 

Utilities 
11.3% 
11.0 
11.4 
1tS 
HWA 
Pit 


1953 
1954 
1955 
1956 
1957 
1958 


The group averages are about what one 
might expect. The manufactured and 
mixed gas utilities, handicapped by rising 
fuel costs, have had relatively low earn- 
ings while the natural gas companies have 
fared better, with pipelines making the 
best showing. The prosperity of the pipe- 
lines perhaps explains why they have been 
the outstanding stock group historically. 
(See chart page 634.) 


AVERAGE RATE OF RETURN EARNED RECENTLY ON 
BOOK VALUE OF COMMON STOCKS 


Gas 
Utilities 
RE? CRS ee eierwats 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
PUMPER 5 head oh condo Ks 
0 ee ee 


9.0 
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Q 
Ll lal le: 


Massachusetts 

_Michigan 
ee 
Mississippi 

2 rs a re 


ts 
NOWSoo 
NOOnNN 
— as 
£1! 

& | 


Electric 
Utilities 


12.6% 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolin: 
Oh 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 


Vermont 

Virginia 
Washington 
Wisconsin 

District of Columbia 
Interstate Companies 
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Electric 
Utilittes 
15.5% 

12.6 
9.3 
10.7 
12.3 

9.4 
10.6 
11.0 
13.3 
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Utilities 


_ 
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x 
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TREND OF UTILITY STOCK GROUPS 
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The averages for states are not very 
accurate because they exclude a number 
of large companies which service more 
than one state. (These are grouped under 
“Interstate Companies” at the end.) 

In general, the lower rates of return 
seem to be concentrated (as might be ex- 
pected) in certain states where past regu- 
lation has been somewhat on the restric- 
tive side—California, the New England 
states, New York, Maryland, Wisconsin, 
District of Columbia, Oregon, and Wash- 
ington. However, the figures should be 
used carefully since in some cases they are 
based on only one company, and factors 
other than regulation might affect such 
results. Mr. Herrman’s original tables are 
more detailed than our summary. 


5 


U.S. and Canadian Gas 
Reserves Increase 
| genni recoverable reserves of natural 


gas in the United States have increased 
to 254 trillion cubic feet in 1958, com- 
pared with 247 trillion in the previous 
year, a gain of nearly 3 per cent. Net pro- 
duction in 1958 was 11.5 trillion cubic 
feet, about the same as in the previous 
year. Thus additions to reserves during 
the year were 19 trillion cubic feet, in- 
cluding 5.6 trillion cubic feet of new dis- 
coveries and 13.4 trillion cubic feet from 
extensions and revisions of earlier esti- 
mates. New discoveries compared with 9 
trillion in the previous year, a reduction 
of 38 per cent and was the smallest since 
1954, presumably due to regulatory prob- 
lems, the industrial slowdown in the first 
half of 1958, and the decreased drilling of 
oil wells. The number of producing oil 
wells completed last year was down about 
10 per cent from the previous year. 

U. S. gas reserves are located approxi- 
mately as follows (in trillions of cubic 
feet) : 


Louisiana 
New Mexico 
Kansas 
Oklahoma 
California 
Wyoming 
Mississippi 
Other states 


*Includes offshore reserves. 


New discoveries of natural gas liquid- 
reserves in 1958 totaled 108.2 million bar- 
rels, second highest in the industry’s his- 
tory. Estimated reserves at year’s end 
totaled 6.2 billion barrels. 


- gems natural gas reserves, report- 
ed annually by the Canadian Petro- 
leum Association, increased to 23.3 trillion 
cubic feet last year, compared with 20.7 
trillion at the end of 1957, a gain of 13 
per cent. (These figures cover only the 
proved gas “in the ground” and do not 
include any estimate of potential future 
discoveries.) Net production of 381 bil- 
lion cubic feet was reported, against re- 
serve additions of 2.9 trillion cubic feet. 
Canadian reserves were located as follows 
(in trillions of cubic feet) : 


British Columbia 
Saskatchewan 
Ontario 


In Canada the search for natural gas is 
still proceeding despite political problems 
with respect to increased exports to the 
United States. The discovery of gas in 
British Columbia in recent years has done 
more than anything else to develop that 
province. In spite of the large amount of 
proven reserves developed in the past four 
years, the Financial Post states that “the 
surface has scarcely been scratched in the 
hot exploratory drive now ranging right 
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up to the Yukon border.” Recent wildcat 
wells just south of the Yukon and in the 
Fort Nelson district have accelerated the 
drive for new acreage. Up to a recent 
date applications had been filed for drill- 
ing concessions in over 14 million acres. 
oe TRANSMISSION has com- 

pleted an 84-mile extension of its 
gas-gathering system northwest of Fort 
St. John, tying in 21 more wells to the 
grid system and permitting delivery of an 
additional 80 million cubic feet daily to 
the transmission line down to the U. S. 


border. The pipeline can now increase its 
gas flow to 450 million cubic feet daily 


e 


without additional large expenditures, it is 
estimated; the capacity of the line could 
be increased to 660 million cubic feet by 
adding four compressor stations, and still 
further by looping. The large indicated 
reserves in the Peace River fields and the 
new finds in the northern area give greater 
assurance that proven reserves and poten- 
tial are ample to permit desired shipments 
to the U. S. for (1) the increasing needs 
of El Paso Natural Gas and its subsidiary, 
Pacific Northwest Pipeline, (2) the pro- 
posed Pacific Gas and Electric pipeline, 
and (3) a hookup with the proposed Mid- 
western Pipe Line to supply gas to Michi- 
gan, Minnesota, and Wisconsin. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


4/1/59 Divi- 
Price 


About Rate 


Pipelines and Integrated Systems 


Ala.-Tenn. Nat. Gas .... 
American Nat. Gas 
Arkansas Louis. Gas .... 
Colo. Interstate Gas 
Columbia Gas System ... 
Commonwealth Gas 
Commonwealth N. G. ... 
Consol. Gas Util. ....... 
Consol. Nat. Gas 

E. Tenn. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 

Houston N. G 

Kansas Nebr. Nat. Gas .. 
Lone Star Gas 

Miss. River Fuel 
Montana Dakota Util. .. 
Mountain Fuel Supply .. 
Natl. Fuel Gas 

Northern Nat. Gas 
Oklahoma Nat. Gas .... 
Panhandle East. P. L. .. 
Pennsylvania Gas 
Peoples G. L. & Coke ... 
Pioneer Nat. Gas 
Southern Nat. Gas 
Southern Union Gas .... 
Tenn. Gas Trans. ...... 
aexas East. Trans, ..... 
Texas Gas Trans. ...... 
Transcont. Gas P. L. .... 
United Gas Corp. ...... 


eo 
So 
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Earnings crease 


4% 
13 
19 
3 
10 
D26 
6 
D4 


17.5 
15.8 


14% 
8 


.44De 
1.85De’57 
2.30De 
1.44De 

40De 
3.24De 
1.54Ja 
3.14De 


.90De 7 
**1.67De’57. 13 
2.34De 5 
1.41Ja 
2.94De 
2.24De 


1.96De 
1.65De 


2% 12% 182 
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Aver. 
Incr. : _ Abpros. 
4/1/59 Divi- Recent In Sh. Price- Div. Common 
‘ Price dend Approx. Share %In- Earns. Earns. Pay- Stock 
(Continued) About Rate teld Earnings crease 1953-58 Ratio out Equity 


Retail Distributors 
Alabama Gas 

Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Cascade Nat. Gas 


—y 


% $2.16De D6% 13% 
2.54Ja 2 11 
1.24N 5 31x 
2.03Se 10 lx 
1.18De’57 D8 43x 
3.17De 9 10 

Def.De’57 — 


tA 
pent fed feed 


74% 42% 
63 (34 


PVA AP 
COCOmW 


Noms 
| S&S3Ss 


| 


Central Elec. & Gas .... 
Cent. Indiana Gas 
Chattanooga Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Indiana Gas & Water ... 
Laclede Gas 

Mich, Gas Util. ......5.. 


nee 


1.49Se — 

.0De DI16 

41N D2 
2.31De — 
2.31De 21 
2.03Ja 15 
1.52De 8 
1.21De D8 
1.20De D2 


15x 
17 
17x 
13 


1.73Se D16 
2.31Se 67 
1.77Se 44 
2.36De’57 4 
2.62Se 13 
1.46Ja 4 
85Je DS 

* 95De D6 


Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas ... 
No. Illinois Gas 

North Penn Gas 
Northwest Nat. Gas .... 
Pacific Lighting 
Piedmont Nat. Gas 
Portland Gas Lt 
Providence Gas 

Rio Grande Valley Gas .. 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Impr. ...... 2 i : 
Wash. Gas Light ’ ; z 15.4 
Wash, Nat. Gas .... 1 (g) — 54Se - — 
Western Ky. Gas ...... 60(i) 3. 1.46Se 135 4x 12.3 


17% 11% 16.1 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 


Aver. 

Incr. 
Annual 4/1/59 Divi- Recent In Sh. Price- 
R Price dend Approx. Share % In- Earns. Earns. 


ev. 
(Mill.) About Rate Yield Earnings crease 1953-58 Ratio out Equity 


Communications 
Bell System 

Amer, T. & T. (Cons.) . 243 
Bell Tel. of Canada .... 42 
Cin. & Sub. Bell Tel. ... 
Mountain Sts. T. & T. .. 
New Eng. T.& 1. ..... 
WOCINS 15 Lo oscse css 

So. New Eng. Tel. ..... 


4.1%*$14.01De 8% 4% *17.3 
4.8 2.00De’57 D11 — 21.0 
4.95De’57 D12 Ix 202 
8.09De D3 4 18.9 
9.51Se 17 5 18.2 
7.89De “ 1 20.1 
2.60De 37 8 17.0 


5% 3% 19.0 


71% 64% 
100 66 


rusarrnS 
232a638 


| 


Independents 

Anglo-Canadian Tel. .... : 2.9% $2.94De D10% 32% 143 41% 52% 
Prtieh COL Pel... 6 6.%s .00 4.3 1.72De D34 — 26.7 116 28 
Calif. Inter. Tel. ........ : 4.7 89 D19 NC 16.8 79 24 
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4/1/59 


Calif. Water & Tel. 
Senta Bl, Sodessesecus 
Commonwealth Tel. ..... 
Piorsda Pel, osc ceecces 
General Telephone 
Hawaiian Telephone .... 
Inter-Mountain Tel. .... 
Rochester Tel. 
Southeastern Tel. ...... 
Southwestern St. Tel. ... 
United Utilities 

West Coast Tel. ........ 
Western Union Tel. 


Averages 


Transit Companies 
Baltimore Transit 
Cincinnati Transit 

Fifth Ave. Coach 
Greyhound Corp 

Nat. City Lines 

Niagara Frontier Trans. . 
Pittsburgh Rys, ........ 
Rochester Transit 

St. Louis P. S 

pi Os 2 Oe eae 
United Transit 


Averages 


Water Companies 


Holding Companies 
American Water Works . 
Operating Companies 
Bridgeport Hydraulic .. 
Calif. Water Service ... 
Elizabethtown Water . 
Hackensack Water 
Indianapolis Water 
Jamaica Water 
New Haven Water 
Ohio Water Serv. ...... 
Phila. & Sub. Water .... 
Plainfield Un, Water ... 
San Jose Water 
Scranton-Springbrook 
South. Calif. Water 
W. Va. Water Service .. 


Averages 
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1.54Je 


% In- 


crease 1953-58 Ratio 


18.2 
5 14.0 

20 14.8 

4 29.0 

20.4 

*17.7 

16.5 

2 . 18.8 

1.11De’57 D21 18.0 
1.53N NC 17.0 
1.54De’57 D6 22.1 
L18Se  D22 21.2 
1.89De D7 19.6 


8% 19.0 


15.5 
19.4 
16.4 
16.6 
11.0 

9.4 
19.3 


8.0 
14.5 


$ .58De D43% 
31De D40 
02De D99 
1.22De’57 D4 
1.69De’57 D38 
77De’57_— 335 
Deficit 
.64De’57 D6 
.57De’57 D17 
.24De D70 
.75De D4 


(D) 69% 


mm 


MPrisSrrriii 


$1.01De 
$2.05De’57 


D20 


D4% 7% 167 


Incr. 
In Sh. Price- 
Earns. Earns. 


Approz. 


Div. Common 


Pay- 
out 


Stock 
Equity 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September ; Oc—October; N—November; De—December. NC—Not comparable. NA—Not avail- 
able. D—Decrease. *On average shares. tRate raised to $9.90, effective next July ($3.30 on split shares). 
(a) Adjusted to eliminate 13 cents per share of nonrecurring tax savings. (b) Also stock dividend in 1958. 
(d) Also 1 per cent stock dividend quarterly. (e) Also 10 per cent stock dividend May 19, 1958. (f) In 
cludes extras. (g) Five per cent stock dividend April 10, 1959. (h) Also 2 per cent stock dividend December 
1, 1958. (i) Also 5 per cent stock dividend December 29, 1958. (j) Also 5 per cent stock dividend March 
19, 1959. (k) Also 20 per cent stock dividend March 9, 1959. (1) Also 10 per cent stock dividend June 10, 
1959. (n) Excludes profit realized on sale of Los Angeles Transit $3.81 per share. **On combined common 
and common B stocks. x—1952-57. 
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The USITA Management Conference 


HIs is a period of never-ending school- 

days for a great number of people, 
including business and professional men, 
who feel the need for special courses to 
keep them better informed about their 
jobs. 

The reason why these executives and 
management people, as well as some of the 
professional specialists, find great useful- 
ness in such special courses and seminars 
is because of the increasing complexity of 
modern business operations. Running a 
public utility business was never a par- 
ticularly simple calling, even in the pio- 
neering days of such enterprises as the 
telephone and electric utility companies 
following the basic developments of Bell 
and Edison. But the utility executive to- 
day finds his job increasingly intricate and 
arduous because of factors stemming from 
rapid changes in national and world-wide 
political and economic situations. 

Two or three decades ago it was fairly 
commonplace for a utility official to con- 
fine the activities of a lifetime to one com- 
pany or even one community. But today 
those engaged in utility management find 
that they must understand such diverse 
happenings as the interest rate fixed 
by the Federal Reserve Board, congres- 
sional .activity in Washington, inter- 
national contentions abroad, and so on and 
on. All this bewildering range of things 


affects his own job in terms of dollars and 
cents earned or lost. 

One of the handicaps which smaller 
companies have faced in the past is that 
they had no place to go for such special 
training. It was possible for giant organi- 
zations such as the Bell system to develop 
first-rate management training facilities 
along the lines practiced every year at As- 
bury Park and other special courses. 


B” the independent telephone com- 
panies with some notable exceptions 
perhaps, as in the case of the General sys- 
tem, did not have the resources to develop 
competent training programs of their own 
until 1958 when the companies tackled this 
problem on a co-operative basis by pooling 
their available resources and facilities 
through their national association, the 61- 
year-old United States Independent Tele- 
phone Association. 

Thus, in the best tradition of filling 
the needs of its member companies, the 
USITA launched a program at the Uni- 
versity of Kansas in 1958 which was so 
signally successful that it is being repeated 
in 1959 with pretty much the same 
“faculty” and under the same co-operative 
arrangement with the university authori- 
ties. Dean James R. Surface is the direc- 
tor of the program, which uses the campus 
accommodations at Lawrence, Kansas, 
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during a summer period (July 12 through 
August 7, 1959) when the university facil- 
ities are otherwise not employed because 
of the vacation period of regular univer- 
sity undergraduates. 

R. J. Fegan (generally known to his 
many friends in the telephone business as 
“Bob” Fegan) is the chairman of the 
USITA Personnel Committee which 
helped to develop this program. Bob had 
to take much time from his full-time job 
with the Junction City Telephone Com- 
pany, Junction City, Kansas, and he was 
ably assisted by Kenneth L. Dally, of the 
Central Telephone Company, Lincoln, 
Nebraska, and Clyde S. Bailey, the 
USITA executive vice president in charge 
of the association’s headquarters in Wash- 
ington, D. C. 


_. increasing interest and enthusiasm 
for this program were recently 
demonstrated by the receipt at Kansas 
University of several enrollment applica- 
tions—even before brochures describing 
the 1959 program were placed in the mail. 

This program is the result of several 
years of study and development work by 
USITA’s personnel committee and the 
University of Kansas School of Business. 
During this study and development period 
members of USITA’s personnel commit- 
tee visited many universities throughout 
the country, and were aided materially 
through counseling with many of our 
country’s leading experts in the field of 
management development work. 

The program is designed for executives 
who currently have important administra- 
tive responsibilities. Areas of develop- 
ment are grouped under three general 
headings: ‘“The Functions of Administra- 
tion,” “The American Business Climate,” 
and “Rate Regulation.” “The Functions 
of Administration” portion is in turn sub- 
divided to include “Control and Financial 


APRIL 23, 1959 


Administration”; “Human Relations in 
Business”; “Merchandising”; and ‘“Ad- 
ministrative Policy and Planning.” The 
case method of instruction is used through- 
out much of the program. 

Several important improvements are 
being made in the 1959 program. Notable 
among these improvements are changes in 
the “Rate Regulation” series. This series 
will be scheduled in the last week of the 
session so that the study of rate regulation 
can be built on the work done in the classes 
on “Control and Financial Administra- 
tion.” In addition, the 1959 course will de- 
vote more attention to the preparation of 
rate cases. 

Simulated management experience 
(sometimes referred to as business games) 
was used during the 1958 program as a 
means of exposing participants to the area 
of business policy and also as an integrat- 
ing vehicle. This very active, interesting, 
and effective experience will be repeated 
as a part of the 1959 program. 


j pes faculty for this program is com- 
prised of experts in the areas of 
their respective responsibilities—from the 
faculties of Harvard University, the Uni- 
versity of Virginia, and the University of 
Kansas. The director of the program, Dr. 
Surface, formerly of the Harvard Busi- 
ness School faculty, who has had exten- 
sive experience in management develop- 
ment work for telephone companies and 
others, is now dean of the University of 
Kansas School of Business. 

The 1959 program will be given dur- 
ing the four-week period—July 12th to 
August 7th. Brochures describing the 
1959 program have very recently been 
circulated. The original deadline for 1959 
applications was April 15, 1959. The en- 
rollment fee, which includes classroom 
materials, meals, and lodging, is $850 per 
participant. 





WHAT OTHERS THINK 


If the proof of the pudding is in the 
eating, the testimonials of “students” who 
took the 1958 course speak very well for 
the competence and thoroughness of the 
program’s organization. Mr. Dally per- 
mitted this writer to see several replies 
along this line, including such comment as: 


Course as a whole was excellent. The 
fact that the students were all from the 
telephone industry permitted closer 
scrutiny of case studies in a way that 
was easily understood by all students 
. . . Recommend that this course be a 
must for telephone executives. 

* * * cas 


My impressions of the general living 
conditions and treatment at the Uni- 
versity of Kansas are that they were the 
finest. The faculty members, the class, 
and all others whom I contacted were 
most friendly and helpful. 

* * * * 


I believe in the case method with par- 
ticipation by the students. Here lies the 
real opportunity for help and I believe 
the Kansas school has the greatest pos- 
sibilities. 

* cs ok a 

Generally the program was excellent. 
Good instructors who were all willing 
to give assistance and did after classes. 
I find that I learned more than I realized 
at first and improvement will be show- 


ing in the future. I am reading texts at 
home and will continue to do so. 


ee seemed to benefit. Age is not 
important, and judging by the com- 
ment of the students, the “bull sessions” 
were very effective. The USITA well de- 
serves the gratitude as well as the co-op- 
eration of its membership for filling this 
particular need in a situation where 
smaller companies might have serious dif- 
ficulty getting their management people to 
keep abreast of these challenging times 
through which we are passing. As already 
stated, larger companies can “roll their 
own,” but the smaller companies must de- 
pend on joint co-operation or do without 
for this particular field of endeavor. 

There are, of course, other excellent 
facilities for more massive employee train- 
ing at the supervisory level, such as The 
P.U.R. Guide, now being used by many 
companies in the general public utility field 
—gas, electric, and telephone. But with 
the promotion of management people to 
near executive responsibilities, a more in- 
tensive course of training is naturally 
called for which will specialize in the par- 
ticular industrial operation, and it is at 
this point that the USITA Management 
Development Program serves the par- 
ticular purpose and requirements of the 
independent telephone industry. 

—F. X. W. 





Conference on Gas and Oil Problems 


pene gas and oil problems formed 
the theme of a two-day briefing con- 
ference held in Washington, D. C., during 
the early part of March. The conference, 
sponsored by the Federal Bar Associa- 
tion in co-operation with the Bureau of 
National Affairs, Inc., had as guest speak- 
ers a number of legislators, members of 
regulatory commissions, and persons as- 


sociated with the gas and oil industry. 
Federal Power Commissioner William R. 
Connole spoke to the group regarding the 
role of regulation in developing the trans- 
portation and use of liquefied methane. 
Opening his speech, Mr. Connole said: 


When the S. S. Methane Pioneer 
was warped into the docking facilities 
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of the British Gas Council located on 
Regent Oil Company’s jetty at Canvey 
Island in the Thames estuary last 
month, something of immensely greater 
significance arrived than another tank- 
er. This was the first successful effort 
to transport natural gas in liquid form 
in an ocean-going tanker and the first 
time hydrocarbon fuel, other than coal 
or liquid petroleum, had been brought 
to western Europe from another con- 
tinent. 


It was pointed out that over a trillion 
cubic feet of gas are being flared in Vene- 
zuela and the Middle East and that, in 
addition, there are existing natural gas 
fields far from high demand consumer 
areas. 

“What really arrived at the Thames 
last month, then,’’ Connole said, “was not 
a ship, but a new branch of the petroleum 
industry and a new chapter in the story 
of energy utilization in the world.” 


a. is the possibility that within the 
not too distant future foreign lique- 
fied gas may be introduced into this coun- 
try to help cover peak periods of con- 
sumption and to act as stand-by reserves. 
The introduction of imported gas for use 
in the United States raises the question 
as to just how much governmental regu- 
lation it should be subject to, and just 
what standards should be followed. Be- 
cause of the international nature of this 
product the problem is especially perplex- 
ing. It seems, therefore, that the gas in- 
dustry and the government should con- 
cern themselves immediately with the 
foreseeable problems that will develop in 
connection with this new method of trans- 
porting methane gas. Connole continued : 


On the international level the prin- 
cipal problems seem to be those found 
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in the import problem; such as the need 
to preserve a domestic economy, the nat- 
ural preference for domestic producers 
over extraterritorial producers of nat- 
ural gas, the need to avoid too much 
dependence on sources of energy which 
are beyond our control and which can 
be reached only through dangerously 
long and highly vulnerable supply 
lines. . . 


The economic problems involved are 
not divorced from the international as- 
pects of natural gas importation. At the 
present time the Natural Gas Act prohibits 
the importation of gas without an order. 
There seems to be little genuine hostility 
toward such importation but orders would 
be granted only if to do so would be con- 
sistent with public interest and national 
policy. Connole stated: 


.. . But what is our fuels and energy 
policy? Is it in the best interest of the 
United States to preserve existing fuels 
use patterns, or should changes be en- 
couraged? Are there “inherent advan- 
tages,” to use the words of the Trans- 
portation Policy, to one form of energy 
or another? What about Canadian gas? 
Mexican gas? Even the rdle of nuclear 
energy is not clear. 


; pm absence of a firm national policy 
regarding this matter is of immediate 
concern to the business community, which 
is faced with the price of gas rising by 
about 100 per cent at the wellhead. The 
pipelines of this nation were constructed 
on the premise that low-price gas would 
continue to be available at the wellhead. 
The utility companies’ most valuable units 
of consumption are those found at the 
top of the load curve—this comes about 
because of the huge investment that must 
be made to be able to handle the peak de- 
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WHAT OTHERS THINK 


mand. This is the point at which liquid 
methane will be first used in this country. 
In further projections it must be remem- 
bered that ocean transportation is the 
cheapest mode of moving a product— 
much cheaper than constructing new pipe- 
lines in order to be able to meet peak 
demands. 

“But here a swarm of problems 
would arise,” Connole said. “Competing 
fuels, such as coal and oil, would find their 
markets threatened. Existing boiler fuel 
sales by pipelines would be in jeopardy. 

“All of this and more would be matter 
for governmental and business concern.” 

With the imminent approach of the 
use of liquid methane gas, Commissioner 
Connole suggests that the FPC, the regu- 
latory community, Congress, consuming 
interests, and the natural gas industry 
should begin “careful and co-operative 
study of this problem now before it be- 
comes inflamed by personal or private in- 
terests attempting to preserve a position 
which may not have been sound in the 
first instance.” 


i concluding his address Mr. Connole 
called to mind the difficulties and frus- 
trations that surrounded the 1938 Natural 
Gas Act. 

He then suggested the following: 

I believe that liquefied methane will 
find its way into the United States 
within the next five years and, barring 
some unhappy catastrophe such as the 
one that set back the development of 
liquefied methane in Cleveland in 1944, 
I believe that large volumes of the nat- 
ural gas consumed in eastern seaboard 
and West coast population centers by 
1970 will come from outside continental 
North America. If this prediction is 
even remotely accurate, and I believe 
it is, it behooves us now to begin think- 


ing about it and it behooves the Con- 
gress to begin doing something about it. 


J Davip Mann, Jr., Washington as- 
e sociate of the law firm of Morgan, 
Lewis & Bockius, addressed the confer- 
ence relative to improvements in practice 
and procedure before the Federal Power 
Commission. In 1958 the Federal Power 
Bar Association conducted a symposium 
on practice and procedure. Based on the 
recommendations of this symposium, a 
joint working committee was established, 
through the co-operation of the chairman 
of the FPC, to consider and recommend 
improvements in the commission’s rules 
of practice and procedure. Mr. Mann is 
chairman of this committee. He stated 
that 


Recently, of course, we have seen 
much in the headlines about influence, 
corruption, ex parte representations, 
etc. While shocking, I am sure that most 
of us, who deal day in and day out 
with government agencies and depart- 
ments, realize that the headlines point 
to the exception rather than the rule. 
Regulatory corruption is not rampant 
in Washington, nor for that matter do 
I believe it ever has been. 


Mr. Mann lamented the fact that the 
same could not be said for regulatory 
“foot dragging.” The working committee 
was established to eliminate some of the 
existing bottlenecks and to prevent the 
axiom “justice delayed is justice denied” 
from continuing to be a reality. He said: 


The deliberations of this committee 
have been unusually serious and con- 
structive. Every member has given of 
his best in an effort to arrive at some 
truly helpful suggestions for expediting 
action through improvements of the 
commission’s rules. While I do not at 


APRIL 23, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


this time know the precise nature of 
all of our recommendations, nor shall 
I attempt to deal with all facets of the 
various problems with which we have 
been concerned, I shall tell you of one 
suggestion which, if adopted by the 
commission, will do much to expedite 
the handling of its cases. 


HE committee intends to recommend 

that a notice be published promptly 
after an application has been checked for 
conformance to rules, Mr. Mann stated. 
Such notice would designate the examiner 
who would hear the case and the inter- 
vention would be required by a specific 
date. 


He continued: 


... As for the examiners, we shall rec- 
ommend that they be given specific in- 
structions to make use of the prehear- 
ing conference in every major contested 
case and to exercise firm but under- 
standing control throughout—using a 
generous amount of common sense in 
dealing with the substantive problems 
as well as with the personalities of the 
parties involved. 


The committee believes that adoption 
of its recommendations would serve to 
bring cases on for hearing promptly. 
However, the prime purpose is to shorten 
the period between the date on which a 
hearing is initiated, and the date on which 
the commission’s final order issues. In this 
connection Mr. Mann stated: 


Specifically, use of the prehearing 
conference procedure will: (1) facili- 
tate advance discussion of trial proce- 
dure; (2) permit a clear delineation of 
the areas of factual and legal contro- 
versy; (3) promote agreement upon 
the noncontroversial issues which, un- 
der our present procedure, consume 
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much time and many record pages; and 
(4) permit the preparation of a pre- 
trial stipulation which will spell out the 
areas of controversy and limit the scope 
of the actual trial. 


The laymen in the audience were asked 
to impress upon their counsel and upon 
all concerned parties their desire for 
prompt handling of problems presented 
before the commission. Members of the 
bar were urged to view changes in com- 
mission rules as aids to more efficient op- 
eration of the mechanics of rule making. 


b penn federal legislature was repre- 
sented at the conference by Repre- 
sentative Oren Harris (Democrat, Arkan- 
sas), chairman of the House Committee 
on Interstate and Foreign Commerce. 
Congressman Harris outlined the status 
of current legislation affecting the gas and 
oil industries. He pointed out that the In- 
terstate Oil Compact would expire this 
year and that his committee would hold 
early hearings and prompt House action 
was anticipated. 

Natural gas legislation, Congressman 
Harris believes, is urgently needed to cor- 
rect the existing chaotic conditions. In an 
effort to relieve the situation, Congress- 
man Harris has again introduced his gas 
bill. He stressed, however, that he does 
not intend to bring it up for committee 
consideration, stating: 


Not only does it appear to me there 
is little enthusiasm in the industry, and 
outright opposition from one segment, 
there is apparently less enthusiasm 
within the present administration itself. 
As yet, this question has not been in- 
cluded in the program of the President 
for this Congress. Certainly it was not 
included in the budget. Neither have we 
received any word thus far. 
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In view of this apparent attitude, lack 
of enthusiasm or interest, my commit- 
tee has plenty of other work to do and 
we have no time for lost motion! I 
therefore have no plans at this time for 
any scheduling of consideration of the 
bill and do not expect to do so unless 
conditions change. 


A a result of the hearings conducted 
by the Special Subcommittee on Leg- 
islative Oversight, Congressman Harris 
has introduced HR 4800, a bill designed 
to carry out the legislative recommenda- 
tions of the subcommittee. On this point 
he said: 


One aspect of the hearings, which 
particularly seems to have intrigued the 
press, is the proven or alleged miscon- 
duct of certain members of the com- 
missions which were under investiga- 
tion, of parties involved in proceedings 
before these commissions, and of other 
persons in public or private life inter- 
ested in some of these proceedings. 


In spite of the interest in “proven or 
alleged” misconduct charges, the Con- 
gressman felt that the most important 
function of the subcommittee is to write 
into law the standards which hitherto 
have been left to the agencies to create 
through promulgation of rules and regu- 
lations. 

The objective of HR 4800 is strength- 
ening the independence and effectiveness 
of the regulatory agencies and increasing 
public confidence in their efficient, fair, 
and independent operation. These objec- 
tives will be reached by initiating the 
following : 


1. Guarding against improper influ- 


ence upon agency members and em- 
ployees. 

2. Observation of ethical standards 
by members, employees, parties, and 
practitioners. 

3. Preventing the use of “off-the- 
record” communications. 

4. Empowering the agencies to select 
their own chairmen. 

5. Making individual commissioners 
assume responsibility for the prepara- 
tion of agency opinions. 

6. Permitting the President to dis- 
miss commissioners for just cause. 


Violation of these standards, of course, 
brings about criminal prosecution. Harris 
stated : 


HR 4800 deals primarily with organi- 
zational and procedural problems and 
these problems I feel are a proper sub- 
ject for discussion by the Federal Bar 
Association and by others interested in 
the practice of law before the Federal 
Power Commission. 

It is my hope that the Committee on 
Interstate and Foreign Commerce will 
have the benefit of detailed and specific 
recommendations of your association 
with respect to this legislation. Your 
constructive criticism and your sugges- 
tions for amendments as well as your 
support for the principles on which this 
bill is based will be most welcome. 


. | ‘nis conference was the eighteenth in 
a 


planned series sponsored by 
the Federal Bar Association. At these 
meetings businessmen and government of- 
ficials have had the opportunity to state 
needs, explain policies, and in general ex- 
pand the effective communication between 
the “governing and the governed.” 
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New Orleans EEI Convention 


HE Edison Electric Institute stressed 

“dynamic growth” as the central 
theme of its three-day convention held in 
New Orleans, Louisiana, on April 6th to 
8th. 

The convention elected Allen S. King 
to serve as president of EEI during the 
coming year. Mr. King is president of the 
Northern States Power Company. 

Retiring President J. E. Corette 
sketched the prospective growth pattern 
of the industry. He anticipated the addi- 
tion of 14.4 million kilowatts of addition- 
al capacity in 1959. On the basis of past 
growth and projected needs he forecast 
that by 1968 the generating capacity of 
the utilities would double. This increase 
will be accompanied by a 25 per cent rise 
in the number of customers. Mr. Corette 
called on the utilities to strive to limit the 
REA to its original purpose of only sup- 
plying power to rural areas where service 
is not available from investor-owned com- 
panies. A reassuring note was added when 
he stated that America’s output of kilo- 
watt-hours will more than keep pace with 
Russia’s electrical power growth. 

The place of atomic energy in the gen- 
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Events 


erating field and the relationship of pri- 
vate versus government financing of such 
projects was presented by a member of 
Congress, the chairman of the Atomic 
Energy Commission, and a utility execu- 
tive. 

Senator Barry Goldwater (Republican, 
Arizona) warned the convention that 
atomic power would replace hydroelec- 
tric power as the “whipping boy” for 
those who advocate government-operated 
power projects. AEC Chairman McCone 
called for co-operation between public 
and private interests in an effort to solve 
the problem of generating electricity by 
atomic energy in an economically feasible 
manner. The president of The Cleveland 
Electric Illuminating Company, Elmer L. 
Lindseth, urged that the government’s 
role in developing atomic power be “tran- 
sitional” and that responsibility be re- 
turned to private industry at the earliest 
possible date. Mr. Lindseth is chairman 
of EEI’s committee on atomic power. 

Among other speakers at the conven- 
tion were E. O. George, T. O. McQuiston, 
and G. W. Ousler, who presented a pic- 
ture of an electrically heated home of the 
future. Individually heated rooms, low 
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cost of installation, and cleanliness were 
cited as advantages derived by heating 
with electricity. 

More than 2,000 executives of the elec- 
trical utility industry attended the New 
Orleans conference. The 1960 convention 
will be held in Atlantic City. 


REA Loan Bill Approved 
By Senate 


HE Senate has passed and sent on to 

the House a bill which restores the 
REA Administrator’s power to grant 
loans. The power now resides with the 
Secretary of Agriculture. The vote was 
60-27 favoring passage. Prompt House 
action is anticipated since it is known that 
Speaker Sam Rayburn favors the legisla- 
tion. 

Republican critics have charged that 
the bill was designed to “deal” with Sec- 
retary of Agriculture Ezra Taft Benson 
and, should it receive a presidential veto, 
it is doubted that enough strength could 
be mustered to override the presidential 
action, 


Gas Industry Expands More 


HE gas industry, according to recent 
estimates of gas utilities’ proposed 
expenditures, should spend 14 per cent 
more in 1959 for plant and equipment than 
it did in 1958. The recession and the un- 
certain situation created by the Memphis 
decision caused the gas industry to cur- 
tail its purchases in 1957 by almost 15 
per cent. In that year the gas utilities spent 
$1.8 billion, but by 1958 demand for gas 
forced both pipelines and distributors to 
spend $1.9 billion. And for 1959 the total 
amount spent should reach $2,166,000,000. 
American Gas Association figures indi- 
cate, based on present planning, that the 
industry should spend $2,235,000,000 in 


1960 and each year thereafter the amount 
should rise so that by 1970 a total of $3,- 
597,000,000 should be spent. Considerable 
impetus was given to the gas industry’s 
expansion plans by the favorable ruling of 
the U. S. Supreme Court last December 
in the Memphis case. 

Paralleling the industry’s expenditures 
for new facilities will be the financial re- 
quirements of utilities. Reports received 
from New York financial circles point to 
a 15 per cent boost in financing over the 
amount needed in 1958. This would result 
in a new peak figure of $1.3 billion, mak- 
ing 1959 a record financing year. 


Jurisdictional Poser for FPC 


= CALIFORNIA Eptson Com- 
PANY has put in a bid of 27 cents per 
thousand cubic feet to purchase gas direct 
from the producer in Bastian Bay, Lout- 
siana. If the bid is accepted, the company 
will hire the Tennessee Gas Transmission 
Company to transport the gas to the Cali- 
fornia-Arizona border where Southern 
California Edison will take over and use 
the gas to fire its own generating boilers. 

The Federal Power Commission must 
decide under this arrangement, whether it 
has jurisdiction over the price. Both pro- 
ducers and purchasers argue that since 
the transaction is not for ultimate public 
distribution, but to be used by one pur- 
chaser, who is also the consumer, the FPC 
has no jurisdiction in the matter. 

The 27 cents a thousand feet bid, if ac- 
cepted, would set a new record for gas 
prices in the Louisiana area. It includes 
the state’s new severance tax. Consumer 
states in the area already have registered 
protests over a 25 cents a thousand cubic 
feet gas price which was paid for gas in 
the Rayne field and which is presently un- 
der investigation by the FPC. In the 
Rayne field case, however, there is no dis- 
pute over the jurisdiction of the FPC. 
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Illinois 


City Transit Line Plan OK’d 


| ove transportation subcommittee of 
the Illinois legislature has approved 
in principle a proposal which would give 
municipalities and counties authority to 
set up transit districts and to finance and 
operate commuter lines. 


A bill covering the recommendation was 
expected to be introduced soon. 

State Senate Majority Leader Donald 
J. O’Brien of Chicago said the plan would 
not solve the financial problems of the 
Chicago Transit Authority. However, the 
transit idea was designed for groups of 
municipalities in the Chicago suburbs. 


Nebraska 


Loan Made by REA for 
Record High-voltage Line 
eg of $4,887,000 has been made by 

the Rural Electrification Adminis- 
tration to finance construction of the high- 
est voltage transmission line every ap- 
proved by the agency. The loan funds will 
be used by the Nebraska Electric Genera- 
tion and Transmission Co-operative, Inc., 
in West Point, Nebraska. 


The company will build 126 miles of 
230-kilovolt transmission line extending 
from a point near the Fort Randall power 
plant in South Dakota to a terminal point 
in Columbus, Nebraska. Also, it will build 
a 100,000-kilovolt ampere substation at 
the terminal point in Columbus. 


The highest voltage lines now being 
used by REA borrowers are 161 kilovolts. 

Upon completion of construction, the 
Nebraska Co-operative intends to lease 
the facilities to the Nebraska Public Power 
System of Columbus, which will operate 
them. Nebraska Public Power is the sup- 
plier of electric power to 27 member rural 
electric systems which serve 87,986 farm- 
ers and other rural consumers in Ne- 
braska. The transmission line will make 
it possible for these systems to obtain an 
additional 60,000 kilowatts of firm power 
needed because of increased use of elec- 
tricity for domestic and irrigation pur- 
poses. The power will be purchased from 
the U. S. Bureau of Reclamation. 


New York 


Rehearing Refused by FPC 


N January of this year Consolidated 
Edison of New York was refused per- 
mission by the FPC to import natural gas 
from Texas via Transcontinental Gas 
Pipe Line Corporation. The gas was to 
have been used by Consolidated Edison in- 
stead of coal to fire its generating boilers 
at its Waterside electric station in order 
to ameliorate an alleged air-pollution con- 
dition. 

At that time the FPC ruled against the 
company on the grounds that large direct 
purchases of gas such as that proposed by 
Consolidated Edison might tend to drive 
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up the price of gas and pre-empt scarce 
pipeline facilities. The FPC also termed 
the use of gas as boiler gas an inferior use 
of the fuel, thereby implying that gas 
should be conserved for space-heating con- 
sumers, presumably a superior use. 

An appeal for a rehearing was met with 
a refusal to review the case. The FPC said 
that the evidence did not establish that 
burning gas by Consolidated Edison in- 
stead of coal would remedy the air-pollu- 
tion situation in New York generally. 
Furthermore, it held that control over the 
end use of natural gas was well within the 
purview of its authority. 





Progress 


of 
Regulation 











Trends and Topics 


Effect of Administrative Precedent 


| peoeeemeamabe is a vital feature of the administrative process, and one element 
of that flexibility derives from the administrative attitude toward precedent. 
While administrative agencies have borrowed considerably from the practice 
and procedure of the courts, it is generally said that they are not bound by the 
judicially recognized doctrine of stare decisis; that is, they are not bound to 
follow precedent. Even so, prior administrative determinations may be taken 
into consideration by a reviewing court. 

Commission orders do not rise to the dignity of stare decisis, said the Cali- 
fornia supreme court some years ago; they are conclusive only between the 
same parties and only for the purpose for which they are made (PUR1923A 
232). The California commission observed that it was free to re-examine its 
action in prior proceedings, and the fact that it might have employed a different 
method of fixing rates in a prior proceeding than it uses in a present case was 
considered immaterial (8 PUR3d 454). Whether a commission order is in 
conflict with a previous order is a question of no moment, the Colorado commis- 
sion indicated, in view of the administrative freedom to follow or disregard 
a prior ruling even if it is a holding in point (81 PUR NS 142). 


Reason over Precedent 


This is not to say, however, that past administrative decisions have no force 
or effect in the determination of future cases touching the same general matters. 
They are a guiding force. Nor is it arbitrary for a commission to be guided by 
its own expert judgment as reflected in recent decisions (15 PUR3d 308). 

Precedent appears to be a guide not to be followed blindly in administrative 
determinations but with due regard to similarity or dissimilarity of facts and 
circumstances. Some authorities apparently apply a kind of rule of reason in 
the use of precedent. Precedent should not be binding for precedent’s sake, said 
the Florida commission, especially when there may be a better way of arriving 
at what the public must pay for service (17 PUR3d 109). 
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In ruling on leasehold development expenditures, the Ohio commission in- 
dicated that it would not hesitate to depart from what it has done before if the 
departure is reasonable and based on facts in the record (17 PUR NS 433). 
On appeal, however, without going into the merits of this policy statement, the 
court reversed the ruling which gave rise to it (22 PUR NS 489). 


Viewing precedent in a somewhat more judicial light, the Alabama commis- 
sion in an early case declared: ‘When the commission in any case lays down 
principles which are established to govern in the matter of issues there decided, 
such principles are intended to apply in every subsequent case before the com- 
mission where the issues involved are substantially the same as those in the case 
in which such principles have been declared, and such principles must be ac- 
cepted as so applying until for good cause shown the commission sees fit to 
modify its previous holding” (Re Alabama Power Co. [1924] 35 Ann Rep 
Ala PSC 268). In much the same vein is a pronouncement of the Missouri 
commission that where a particular situation has previously been presented, 
the conclusions announced are controlling unless conditions are made to appear 
in a subsequent presentation which justify or require a different conclusion 


(18 PUR NS 448). 
Departure from Established Practice 


While the federal court of appeals for the District of Columbia recognized 
the inapplicability of the doctrine of stare decisis to decisions of administrative 
bodies, it declared, nevertheless, that “radical departures from administrative 
interpretation consistently followed cannot be made except for most cogent 
reasons” (63 PUR NS 431). In this case the Federal Communications Com- 
mission had refused to renew a radio license because of misstatements of the 
licensee. 

The court suggested that the commission had abandoned its practice of 
weighing misstatements along with all the elements of each situation in de- 
ciding whether the public interest would be served by the granting of a license 
or a renewal. A reversal by the court of appeals, however, was in turn reversed 
by the Supreme Court (66 PUR NS 97). 

The high court thought the commission’s previous policy of dealing mildly 
with misstatements, together with its apparently unannounced change of policy, 
were considerations appropriate for the commission in determining whether 
its action in the instant case was too drastic. “We cannot say,” said the court, 
“that the commission is bound by anything that appears before us to deal with 
all cases at all times as it has dealt with some that seem comparable.” 

The appellate court for the District of Columbia also reversed the Federal 
Power Commission in a natural gas case in which the commission had aban- 
doned a long-established rate base approach in pricing gas (11 PUR3d 113). 
It had adopted, instead, a field price method which was convincingly shown to 
be preferable. That the prior policy had been sanctioned by the courts, including 
the Supreme Court, was considered by the commission not to preclude the 
change in policy since the doctrine of stare decisis did not apply. The court 
ruled that if the commission was to abandon the method which it had his- 
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torically used, it must justify the change on the record and must use the rate 


base at least as a point of departure. 


It is noteworthy that in a very recent decision, the court of appeals for the 
fifth circuit said the commission need not require the use of the conventional 
rate base method, even as a point of departure, unless it is the only way in which 
reasonable rates can be determined (Forest Oil Corp. et al. v. Federal Power 
Commission, No. 16844, February 20, 1959). 





Review of Current Cases 


Cost of Capital Sets Level of Return 
As Telephone Rates Go Up 


Ww Coast TELEPHONE COMPANY 
won about one-half of the revenue in- 
crease requested of the Washington com- 
mission. New rates will produce a rate of 
return of 6.5 per cent on a net investment 
rate base, according to the commission’s 
calculations. 


Cost of Capital 


In calculating the cost of capital, inter- 
est cost was taken at the actual imbedded 
cost. No estimate of future debt cost was 
deemed necessary since prudence required 
that the next security issue be common 
stock, in view of the company’s capital 
structure. West Coast now has a 50 per 
cent debt ratio. The commission consid- 
ered this too high as a continuing matter, 
saying it should be reduced to not more 
than 45 per cent. Taking the cost of pre- 
ferred stock as fixed, and assuming the 
conversion of certain preferred stock, with 
a consequent 45 per cent common equity, 
the authorized 6.50 per cent rate of return 
would provide equity earnings of about 
9.50 per cent. 

The commission approved the staff’s use 
of earnings-price ratios as a valid and use- 
ful tool in determining cost of equity capi- 
tal. Such ratios indicate the rate of earn- 
ings which investors demand, and they 
take into account pay-out ratio and capi- 
talization. 


While a 6.50 per cent rate of return is 
in the upper range of the zone of reason- 
ableness, the commission considered it 
justified in view of the company’s need for 
substantial capital to finance an accelerated 
construction program. 


No Specific Attrition Allowance 


Staff studies demonstrated that there 
was no real need for a specific allowance 
for attrition. Over an 87-month period, 
ending with the end of the test period, the 
company averaged 6.6 per cent rate of re- 
turn on an average net plant rate base in- 
cluding a 3 per cent allowance for work- 
ing capital. During this period increases in 
taxes, wages, and unit plant costs were ex- 
perienced. All the substantial factors af- 
fecting rate of return are uniformly con- 
sidered in rate proceedings, the commis- 
sion pointed out. 


Rate Base Items 


The commission adopted an average net 
investment rate base founded upon actual 
experience ending March 31, 1958, in 
preference to an estimated rate base sub- 
mitted by the company based upon three 
months of actual experience and a 9- 
month estimate. The average of property 
held for future use was included in the rate 
base. A claim for working capital, how- 
ever, was reduced by the amount of in- 
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.ternally generated funds available for 
“company use, resulting in an allowance for 
this item of approximately 2.2 per cent of 
average net plant devoted to service in 
Washington. Plant under construction 
was excluded since investors were fully 
compensated by the capitalization of in- 
terest. 


Salary and Storm Expenses 


A claim for salary increases granted at 
the end of 1957 was disallowed on the 
ground that such increases were predomi- 
nantly wage progression increases. The 
commission noted that wage progression 
increases are offset by the increased value 
of employees, resulting from additional 
training and greater efficiency. To the ex- 


tent that the salary increases were for 
other purposes than wage progression, 
they would have been allowable, but since 
no satisfactory method of separation was 
apparent, none of the claim was allowed. 

The staff’s determination of storm dam- 
age and brushing expense, based upon 
monthly accruals by the company for the 
test year, was accepted over objections by 
the company. It asserted a considerably 
larger claim representing actual payments. 
Nothing appeared of record, it was 
pointed out, to indicate that the amounts 
actually paid by the company were entitled 
to greater weight than its book accruals. 
Washington Pub. Service Commission v. 
West Coast Teleph. Co. Cause No. U- 
9037, February 16, 1959. 


Bedroom Telephone Ordered Classified as 
Business Extension 


. was unreasonable for the Badger State 
Telephone & Telegraph Company to 

refuse to classify a bedroom telephone ex- 
tension as a business extension, the Wis- 
consin commission ruled, in a case involv- 
ing a veterinarian who maintained an office 
in his residence. The company had classi- 
fied the extension as a residence main sta- 
tion bridged to a business line in the office. 

The veterinarian alleged that the bed- 
room extension was needed to receive 
emergency business calls at night. He did 
not subscribe to residence telephone serv- 
ice, asserting that the number of his non- 
business calls was insignificant. 

It is reasonable to combine business and 
residence use of a telephone where a busi- 
ness is conducted from a residence, the 
commission pointed out, provided that the 


service is classified as business and the 
residence use does not appreciably inter- 
fere with the business use. Since the com- 
pany holds itself out to render business 
extension service, it was unreasonable for 
it to refuse to install business extension 
service in the bedroom on the mere ground 
that this subscriber did not take residence 
service. Furthermore, it is unreasonable to 
bridge two separate telephone services un- 
less the subscriber requests such service, 
said the commission. 

The company was ordered to classify 
the bedroom telephone as a business ex- 
tension. It was also directed to provide the 
subscriber with any other business exten- 
sion telephones that he might desire. Tharp 
v. Badger State Teleph. & Teleg. Co. 2- 
U-5075, February 5, 1959. 


Mandamus Suit to Compel Service 


ES pes Louisiana court of appeals ruled 
that a property owner was entitled to 
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a trial on the merits in a mandamus suit 
to compel a gas company to furnish meters 
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and gas to his premises. The court reversed 
a lower court decision, dismissing the suit 
on the defendant’s mere exception. 

On the admissions of the company that 
it was a public service company with a 
franchise to furnish meters and gas, there 
was a public duty to furnish service unless 
the company asserted and proved legal 


e 


and factual grounds for refusing to do so, 
the court stated. Where a company with a 
franchise arbitrarily or unjustifiably re- 
fuses to provide service, it can be com- 
pelled by mandamus to perform its serv- 
ice obligation. Louisiana ex rel. Thalheim 
v. Louisiana Gas Service Co. 107 So2d 
817. 


Purchase Price and Property Additions Not a 
Proper Basis for Fair Value 


HE Arizona supreme court upheld a 

lower court which had reversed a 
commission decision on rate bases and 
rates of return for water utility properties 
of Arizona Water Company. The trial 
court was held to be correct in setting 
aside and remanding orders finding the 
fair values of the properties to be the pur- 
chase price plus additions subsequent to 
purchase and finding the earnings require- 
ments to be 5 per cent of that amount. 


Fair Value Basis Required 


The commission, said the court, must 
exercise reasonable judgment concerning 
all factors affecting fair value at the time 
of the inquiry, but if the commission 
abuses its discretion in considering these 
factors or if it refuses to consider all rele- 
vant factors, the fair value cannot have 
been determined under the state Constitu- 
tion. No formula is prescribed by the 
Constitution, but, the court continued, the 
commission must establish the rate base 
“on the basis of fair value and that alone.” 

There was said to be no error in requir- 
ing the commission to consider both 
original cost less depreciation and repro- 
duction cost new less depreciation where 
evidence on these factors was submitted. 
These factors were said to be relevant, par- 
ticularly where there had been consider- 
able time since the original construction 
of the utility. 


Value at End of Test Period 

Since fair value is to be determined as 
of the time of the inquiry, the trial court 
was correct in requiring that original and 
reproduction costs at the end of the test 
period, rather than those of some earlier 
date, or some average date, be used. There 
may have been additions to or deletions 
from the properties after the beginning of 
the test period. 

Average costs, average earnings, aver- 
age customers, etc., over the test period 
may be necessary in order for the com- 
mission to get a fair earnings picture, as 
such a test period method avoids seasonal 
peaks and valleys in operations. But in 
finding the fair value rate base, “the only 
relevant original cost figure” is that com- 
puted at the time of the inquiry, or as near 
as possible thereto. The court continued : 
“An ‘average original cost’ figure found 
by averaging the original costs less de- 
preciation as computed at the beginning 
and at the end of the test period, thus 
roughly halving any additions or deletions, 
is simply not the original cost at the time of 
the inquiry and should not be used as re- 
garding the physical property. The esti- 
mates of reproduction cost new less ob- 
served depreciation should also be as close 
to the time of the inquiry as possible.” 


Recent Purchase Price Not Fair Value 
The commission’s contention that a re- 
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cent purchase price was market value and 
that market value would be fair value was 
rejected. A public utility may not have a 
market value, as the term is commonly 
used, since such things are not routinely 
and commonly sold on the public market. 
There would be many elements and con- 
siderations involved in arriving at the price 
to be paid for a public utility which could 
be of no concern in arriving at fair value. 
In the instant case there was testimony 
that the seller of the properties under con- 
sideration was willing to take a price less 
than the book value, because the transac- 
tion would give it a tax saving of one and 


bes Illinois commission authorized a 
gas company to increase rates so as 
to produce a return of 5.95 per cent on a 
fair value rate base. The commission noted 
that it was required to base rates and 
charges upon the present value of utility 
plant used and useful in providing serv- 
ice; and in determining such fair value it 
was required to give reasonable considera- 
tion to reproduction cost properly de- 
preciated as well as original cost less the 
reserve for depreciation and other as- 
sociated factors. 

The company had failed to delete that 


e 
Customer Advances Excluded from Fair Value 


e 


one-half million dollars, a power contract 
worth a million dollars, as well as hun- 
dreds of thousands of dollars in interest. 
Here the purchase price happened to be 
less than the book value. 

Under the law of fair value, the court 
continued, a utility is not entitled to a fair 
return on its investment, but is entitled to 
a fair return on the fair value of its prop- 
erties devoted to the public use. Under this 
test it makes no difference whether the 
utility “bought it, received it as a gift, or 
won it in a lottery.” Arizona Corp. Com- 
mission et al. v. Arizona Water Co. 335 
P2d 412. 


portion of the property represented by con- 
tributions in aid of construction and cus- 
tomer advances toward construction. The 
commission noted that to leave the dollars 
represented by such advances in the rate 
base would be granting the company a re- 
turn on property in which it had no invest- 
ment but rather on property which was 
covered by customer investment. The fair 
value of property dedicated to public use 
should be reduced to properly reflect plant 
investment supported by customer invest- 
ment, held the commission. Re Illinois 
Power Co. No. 44547, August 18, 1958. 


High Water Rate Imposed to Coerce Taking of 
Electric Service Held Discriminatory 


5! flew Louisiana court of appeals struck 
down as confiscatory and discrimina- 
tory a water rate which the city of Monroe 
imposed upon certain customers outside 
the municipal limits. An injunction was 
granted. 

The city had acquired a water system 
outside the city from a private owner and 
had undertaken to continue service to cus- 
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tomers of the system. No other water serv- 
ice was available in the area. The city also 
furnished electric service in the same out- 
side territory in competition with a private 
company. In an effort to win electric cus- 
tomers, the city increased the water rate 
to water customers in this area who did 
not also take electric service. The new 
charge amounted to about four times the 
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charge for water service to customers who 
took both water and electric service from 
the city. 

A notice to customers recited that the 
increased rate classification was put into 
effect because it was uneconomical to sup- 
ply city water beyond the city limits. Upon 
petition by customers for a declaratory 
judgment and an injunction against such 
a high water rate, the trial court had sus- 
tained the city’s objection of no cause of 
action, holding, in effect, that the high 
rate to nonusers of municipal electric 
service was based on a reasonable classifi- 
cation, and noting that such users were not 
compelled to take water service if they did 
not care to pay the rate demanded. They 
could dig wells, it was suggested. 


A Proprietary Undertaking 


Discussing the nature of municipal 
powers, the court observed that a mu- 
nicipality has two classes of powers, one 
public and the other private. In its public 
character it represents the state and is not 
answerable for the malfeasance or non- 
feasance of its agents. In the exercise of 
its private powers, the municipal corpora- 
tion represents the pecuniary and proprie- 
tary interests of individuals and is held to 
the same responsibility as is a private cor- 
poration. In the operation of a public util- 
ity, a municipality is in precisely the same 
position as a private corporation and is 
governed by the same rules. 

By acquiring the private water system 
outside its boundaries, the city of Monroe 
not only acquired the rights and assets of 
the previous owner but also succeeded to 
its obligations. One of the principal obliga- 
tions of both private and municipal utilities 
is to serve at reasonable and nondis- 
criminatory rates. Thus, the city had the 


duty to maintain nondiscriminatory rates 
among its customers outside the city not 
only because of its duty as a municipal 
plant but also because of its assumption of 
the obligation which the law imposed upon 
the former owner of the outside system. 

Moreover, a public utility has no right 
to refuse to render service because of 
a collateral matter not related to such 
service. The court held that there is no 
difference between a refusal to render serv- 
ice and the fixing of a discriminatory rate. 
Plainly, the mere fact that various classes 
of users may be charged different rates 
does not alone constitute unjust discrimi- 
nation. But rate classifications must be 
reasonable. That the rate here complained 
of was discriminatory in fact could not be 
denied, the court declared. 


Electric Business Is Collateral 


The business of the city in supplying 
water service is completely separate and 
distinct from its business of supplying 
electric service, it was pointed out. Cus- 
tomers have the privilege to determine 
whether they shall take one or both of the 
commodities which the city sells. A condi- 
tion which penalizes the failure to take 
both, in effect, imposes an obligation to 
take both or neither. As a consequence it 
is unreasonable, capricious, and discrimi- 
natory. 

The basis of the high rate here com- 
plained of was held to be entirely collateral 
to and unconnected with the water service. 
The court observed that the city had no 
more right to condition its charge for 
water on the purchase of electric service 
than it had to exact patronage of the city’s 
bus line or particular grocery stores. Hicks 
et al. v. City of Monroe Utilities Commis- 
sion et al. 108 So2d 127. 
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Commission Participation in Power Contract 
Not Basis for Condemnation Bias 


ben Vermont supreme court, in affirm- 
ing a commission order authorizing 
an electric power company to take a right 
of way by eminent domain, held that the 
commission was not rendered judicially 
unfit to decide the issues in the condemna- 
tion proceeding by virtue of its having 
contracted to make the purchase of St. 
Lawrence power available to rural and 
domestic users at the lowest possible cost. 

The commission had acted pursuant to 
statutory duties imposed upon it by legis- 
lative enactment, pointed out the court, 
and it could not be inferred that the com- 
mission had wrongfully decided, in ad- 
vance of the hearing in the condemnation 
proceeding brought to acquire a right of 
way for construction of a power line to 
transmit energy generated at the St. Law- 
rence power project, that public necessity 
required the appropriation of the right of 
way across the condemned land. 

To work a judicial disqualification, the 
interest must be proprietary or such as af- 
fects personal rights of a judge as an indi- 
vidual. In the absence of an express statu- 
tory prohibition, a remote interest such as 
appeared in this case did not disqualify. 


z 


The court held that the contractual un- 
dertaking of the state was not in conflict 
with the constitutional article which pro- 
vided that the owner ought to receive an 
equivalent in money when his property is 
taken for public use. The court, reviewing 
the condemnation order, could not at- 
tribute to such contractual language any 
method or intent to abrogate the constitu- 
tional protection or to wrongfully in- 
fluence the commission in the exercise of 
its quasi-judicial function. 

The constitutional command for equal 
protection and due process, said the court, 
is not subject to application by precise 
formula or exact definition. The require- 
ments of due process do not demand an 
ideal system for the administration of jus- 
tice, with provision against every hard- 
ship that may befall. 

When a state enters into a contractual 
obligation it puts aside, within limits, some 
of its sovereign attributes. But it does not, 
and cannot, bargain away inherent powers 
or constitutional guaranties. It had not 
done so in this case. Vermont Electric 
Power Co., Inc. v. Anderson et al. 147 
Add 875. 


Permission to Pass on Franchise Taxes to Customers Denied 


ore Missouri commission denied an 
electric company’s request for per- 
mission to pass on gross receipts taxes in 
excess of 5 per cent to customers in the 
communities levying such taxes. The com- 
pany was presently paying all incorporated 
communities served by it a license tax in 
the amount of 5 per cent of revenues. The 
taxes paid were included in operating ex- 
penses. 

The commission, in denying the request, 
pointed out that there was no indication 
the cities contemplated an increase in the 


APRIL 23, 1959 


franchise tax. However, the commission 
commented that if additional taxes were 
later imposed, with the result that resi- 
dents of other communities with lesser 
taxes would be subsidizing the community 
with higher taxes, the company could then 
file revised tariffs. 


Apportionment 


The company owned a small electric 
distribution system in another state. Plant 
and income of the out-of-state operation 
accounted for less than one-twentieth of 
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one per cent of the total. Exclusion of the 
out-of-state operation would affect the 
percentage of the company’s return by less 
than one-hundredth of one per cent re- 
gardless of how such rate was computed, 
the commission noted. Because of the 
negligible effect of the out-of-state opera- 
tion upon the total operations of the com- 
pany, little or no consideration was given 
to the out-of-state operation. 


Transportation Service 


The company provided transportation 
service in a certain city. Such service was 
incurring an annual loss of over $200,000. 
The commission had previously approved 
consideration of the transportation service 
in combination with the company’s other 
services, and continued to do so in this 
case, since the service was essential. 

The commission said that if the op- 
erating income for the test period had been 
sufficient to provide the company with a 


satisfactory return and at the same time 


z 


include the transportation service op- 
erating loss, then there would have been 
that amount of operating revenue sup- 
plied by customers of electric and steam 
service to compensate for the transporta- 
tion loss. However, the operating income 
for the test period had been insufficient 
to provide a satisfactory return, excluding 
the operating loss for transportation serv- 
ice, so there had been no discrimination. 

The commission held that the operating 
loss should be absorbed by residents of the 
city, which accounted for the fact that the 
average increase in rates in the city 
amounted to slightly Jess than 11 per cent, 
and slightly less than 63 per cent for all 
other areas. 

The increase authorized would provide 
a return of 6.5 per cent on an original 
cost rate base, and 5.37 per cent on a fair 
value rate base. The commission consid- 
ered the returns reasonable. Re St. Joseph 
Light & Power Co. Case No. 13,998, 
February 27, 1959. 


Customer Surcharge for Municipal Taxes Disapproved 


HE Missouri commission declined to 

permit Missouri Utilities Company to 
amend its rules so as to surcharge cus- 
tomers in appropriate communities for the 
amount of any future increases in gross 
receipts and franchise taxes that might be 
imposed by municipalities. At present, 
such taxes are fixed at 24 per cent of gross 
receipts, and the company charges them to 
system-wide operating expenses. 

The commission said, simply, that it 
considered such an amendment inap- 
propriate in this case. The company’s 
schedule of electric rates takes these taxes 
into account at the 24 per cent level, it was 
noted, so that if the requested authority 
were granted and a municipality were to 
increase the tax, then the charges for that 
community would contain not only an al- 


lowance for franchise taxes treated as a 
system-wide operating expense but also a 
surcharge for the additional tax. The com- 
mission indicated, however, that if addi- 
tional taxes are later imposed and the com- 
pany files revised tariffs to reflect them, 
prompt consideration will be given the 
matter. 

Commissioner McClintock, dissenting, 
pointed out that if future tax increases are 
not surcharged to the customers in the 
municipality concerned, they will have to 
be partially borne by other customers who 
receive no benefit from the tax. It was 
noted that the commission has recently 
handed down a decision authorizing a gas 
company to pass on license taxes directly 
to customers in the communities levying 
them. But that case, unlike the instant pro- 
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ceeding, involved taxes levied without 
uniformity between the communities so as 
to necessitate direct surcharging in order 
to obviate discrimination. 


Rate Increase Allowed 


No difficulty was encountered in approv- 
ing a rate increase. The schedule of rates 
which the company proposed was cal- 
culated to produce a rate of return of 5.94 
per cent based on a net original cost rate 
base. No claim was made for a reasonable 
rate of return on reproduction cost or 
present fair value of the company’s prop- 
erty. As Commissioner McClintock ob- 
served, the consideration of such a value 
basis could have been demanded under a 


1957 decision of the Missouri supreme 
court (22 PUR3d 254). 

Interveners objected to the proposed 
spread of the revenue increase. The com- 
mission approved the assignment of a 
major part of the increase to small con- 
sumers, with no increase in rates to 
schools, churches, municipalities, and in- 
dustry. It appeared that the rate increase 
found to be necessary was primarily due 
to causes other than the bare cost of power, 
which was not considered excessive. Ris- 
ing costs applied to materials, operations, 
meter reading, billing, collecting, record 
keeping, and other such items. Re Missourt 
Utilities Co. Case No. 14,002, February 
18, 1959. 


Public Convenience Overrides Zoning Objections 


HE Connecticut commission reversed 

a zoning board’s denial of a water 
company’s application for permission to 
construct a second water tank on land 
owned by it where, from the engineering 
und cost and public convenience and neces- 
sity standpoint, construction at the site off- 
set the possibility of deteriorating real es- 
tate values. 

Use of any of the alternate sites urged 
by opponents would have required the pur- 
chase of land not presently owned by the 
company, which might have had to be ac- 
quired through condemnation. Also, other 
sites would have required the construction 
of additional pipelines to link the stand- 
pipe with the company’s distribution sys- 
tem, erection of a standpipe at a point at a 
greater distance from the center of the 
area to be served, erection of a standpipe 
at a point that would be hydraulically in- 
ferior to the proposed site, and an un- 
necessary increase in plant investment 
which would have had to be borne by pres- 
ent and future patrons in the form of 
higher rates. 
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No objective evidence had been pre- 
sented by opponents in support of their 
contention that deterioration of property 
values would result from the construction 
of an additional tank on the proposed hill. 
The commission held that the claim was 
not of sufficient probative value to con- 
stitute a substantial factor in the de- 
termination. If such deterioration of prop- 
erty values would occur, it pointed out, 
such deterioration would also occur at any 
of the other sites proposed by the op- 
ponents. 

Even if it had been demonstrated that 
the construction of the additional stand- 
pipe would have caused values of nearby 
properties to deteriorate, the commission 
was required by law to look to the urgent 
and compelling need of the greater num- 
ber of people for an adequate and depend- 
able essential utility service, and weigh 
such need against the interest of a small 
number of adjacent property owners and 
considerations of local zoning. Re The 
New Haven Water Co. Docket No. 9680, 
February 25, 1959. 
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Federal Discontinuance Statute Held Constitutional 


HE U. S. district court has held that 
§ 13a of the Interstate Commerce Act 
as amended by the Transportation Act of 
1958 does not violate the Fifth Amend- 
ment since it is within the commerce 
power of Congress. The section authorizes 
a carrier to discontinue service upon filing 
of notice and gives the Interstate Com- 
merce Commission authority, during the 
30-day notice period, either on complaint 
or its own initiative, to enter on an inves- 
tigation of the proposed discontinuance. 
In this case, the New York Central Rail- 
road had sought to discontinue service on 
a branch line which transported commut- 
ing passengers by rail and ferry between 
Rockland county, New York, and Bergen 
county, New Jersey. The court held that 
the statute gave the Interstate Commerce 
Commission absolute discretion in so far 
as investigation, within the 30-day period, 
of a carrier’s proposed discontinuance. 
Such action was not reviewable in the dis- 
trict court because it was not one to “en- 
force, enjoin, set aside, annul, and sus- 
pend, in whole or in part,” an order of the 
Interstate Commerce Commission. On the 
contrary, the plaintiffs complained of the 
refusal of the commission to act; 7.é., to 
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enter upon an investigation of the com- 
plaint. No “order” of the commission was 
complained of. 

Since Congress could have always ex- 
ercised its plenary power over interstate 
commerce without employing the inter- 
mediary of a commission, said the court, 
it can still exercise that power directly by 
legislative mandate without channeling 
such exercise through the commission. The 
Interstate Commerce Commission was 
created by Congress for the purpose of re- 
ceiving and administering such of the con- 
gressional power over interstate commerce 
as was thereby delegated to it. New Jersey 
et al. v. United States et al. 168 F Supp 
324, 

In a companion case, the court made 
similar rulings with regard to the pro- 
posed discontinuance of ferry service 
across the Hudson river between Jersey 
City, New Jersey, and New York city, on 


the part of the Erie Railroad. The com- 
plaint requesting the court to declare that 
§ 13a violated the Fifth Amendment and 
was not a proper exercise of Congress’ 
power to regulate interstate commerce was 
dismissed. New Jersey v. United States, 
168 F Supp 342. 


Reduction in Rates Approved by Commission 
No Basis for Reparation 


HE U. S. district court held that a 
shipper was not entitled to reparations 
for increased charges paid during a certain 
period. The commission had granted a 
railroad a rate increase without notice or 
hearing, but had determined, three months 
later, that the new rates were unreasonable 
and ordered their reduction. 
The general rule, pointed out the court, 
is that a rate prescribed or approved by a 
commission, acting under its delegated 
legislative authority, bars reparation for 
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charges or rates collected thereunder. This 
rule is based on the theory that when a 
commission approves a rate, it does so in 
its legislative capacity and the carrier con- 
cerned is entitled to rely on the rate just 
as if it were contained in a statute. Only 
when the rate is carrier-made, does the car- 
rier assume responsibility for its reason- 
ableness. In the case at bar, the commis- 
sion had specifically approved the proposed 
rates. 

Although the same commission three 
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months later decided that the rates were 
unreasonable, it did not follow, said the 
court, as a matter of law, that they were 
unreasonable at the time they were first 
effective. The commission order did not 
make the rates unreasonable retroactively, 
but spoke only as of the date of the order. 
Secondly, the statutes specifically provided 
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that if the commission concludes that the 
change proposed is fair and reasonable, it 
could grant the application without notice 
and hearing. Thirdly, another statute pro- 
vided that the rates so published should be 
deemed just and reasonable. American 
Crystal Sugar Co. v. Great Northern R. 
Co. 168 F Supp 80. 


Injunction against Denial of Service Because of 
Arrearages of Previous Occupant 


lino U. S. district court held that the 
federal government was entitled to a 
preliminary injunction restraining a water 
company from cutting off service to 
mortgaged premises because of arrear- 
ages by the mortgagor. The federal gov- 
ernment, as mortgagee, had taken posses- 
sion of the premises and was collecting 
rents with the consent of the mortgagor 
under a provision of the mortgage that, 
upon default, the federal government 
could enter and collect rents and apply 
them to the payment of all charges and ex- 
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penses on account of the indebtedness. 
A private water company, held the 
court, cannot shut off the water supply of 
a grantee because of arrears in water 
charges owing by a grantor or shut off a 
water supply of a tenant because of arrears 
owing by a predecessor in the tenancy. If 
a receiver is in possession of mortgaged 
realty to collect rents for a mortgagee, a 
private water company has no right to 
shut off the water because of arrears in 
water rents. United States v. Springwood 
Village, Inc. et al. 168 F Supp 885. 


California Commission Criticizes Transportation 
Act of 1958 


HE California commission, in passing 

upon a railroad’s application to con- 
solidate certain passenger trains and dis- 
continue the operation of others, felt it 
necessary to set forth its views on service 
discontinuances, in view of § 13a of the 
Interstate Commerce Act, as added by the 
Transportation Act of 1958, which per- 
mits carriers to discontinue service upon 
notice, and authorizes the Interstate Com- 
merce Commission to investigate the pro- 
posed discontinuance during the 30-day 
notice period. 

The commission stated that its policy is 
to insist upon the preservation and main- 
tenance of reasonably adequate railroad 
passenger service and modernization and 
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improvement of such service. Instead of 
such service being degraded, it should be 
improved so that the railroads may more 
effectively compete for the passenger busi- 
ness of the nation, the commission said. 
The Transportation Act of 1958 is con- 
trary to the public interest, in so far as it 
not only permits but actually invites rail- 
roads summarily to abandon interstate 
passenger trains and also to seek federal 
intervention to abandon purely intrastate 
passenger trains. 

The commission was not unaware of the 
difficult situation in which the railroads in 
this country find themselves because of the 
competition of the private automobile and 
other forms of transportation. However, 
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the commission felt that the defeatist at- 
titude of many of the railroads as regards 
passenger service has largely contributed 
to this regrettable situation. In the com- 
mission’s opinion, the Transportation Act 
of 1958 adds to the difficulty of the prob- 
lem rather than contributing to its solu- 
tion. A railroad should be as zealous to 
maintain reasonable and adequate service 
as governmental authority is to see to it 
that such service is maintained, said the 
commission. It is a lawful duty of a rail- 
road not only to perform its public duty, 
but to perform it willingly and not to wait 
until it is compelled to discharge that duty 
by lawful authority. 

Unlike a proceeding involving a general 
rate adjustment, a proceeding involving 
the abandonment or reduction of service 
addresses itself to public convenience and 
necessity rather than to a matter of con- 
fiscation, the commission pointed out. It is 
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a general rule of regulatory law that a util- 
ity may not demand that each segment of 
its service be profitable or that it realize 
its out-of-pocket cost in connection with 
each segment of its service. Public con- 
venience and necessity may require the op- 
eration of a particular service at a loss; 
and if so, the utility may not complain. 

In the commission’s view, the service 
performed by the railroads, both passenger 
and freight, takes second place to no other 
public service being performed. As far as 
California is concerned, said the commis- 
sion, and to the extent that the commission 
is permitted so to do, service will be pro- 
tected and maintained to the end that the 
public shall be served. The commission 
could not preserve the railroads by taking 
action which would lead only to their de- 
struction. Re Southern P. Co. Decision No. 
58111, Application Nos. 38039 et al. Case 
No. 5829, March 10, 1959. 


Condemnation Procedure 


HE Vermont supreme court held that 

the absence of a statement of the com- 
mission’s rulings of law from a steno- 
graphic transcript did not amount to a 
failure to comply with the requirements 
of a statute that the commission should 
state its ruling of law when excepted to. 
The defendants had presented their mo- 
tions to dismiss the proceedings on sub- 
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stantially the same grounds as similar mo- 
tions presented in a prior condemnation 
case. No objection had been made when 
the commission indicated its intention to 
accede to the suggestion that the motions 
and rulings made in the prior case be in- 
corporated from the transcript of that 
case. Vermont Electric Power Co. v. Boyn- 
ton, 147 A2d 884. 


Rate Differential Not Chief Determinant 


TT Wisconsin commission denied a 
petition to have a territorial agree- 
ment between a municipal electric plant 
and an electric company set aside so that 
the municipal plant could serve the peti- 
tioner and others. While it is true that a 
territorial agreement, binding upon the 
parties, may be set aside by the commis- 
sion upon a showing of good cause, the 


commission said, it is equally true that a 
rate differential cannot of itself be the 
chief determinant in a proceeding to set 
aside the provisions of a territorial agree- 
ment. The petition was denied on the 
ground that public convenience and neces- 
sity did not require the setting aside of the 
territorial agreement. Re Murgatroyd, 2- 
U-5074, February 20, 1959. 
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Claim for Money Judgment Not within 
Jurisdiction of Commission 


HE commission has no jurisdiction to 

adjudicate purely private matters be- 
tween a utility and an individual or cor- 
poration, nor to render what in essence is 
a money judgment in favor of one party 
against another, declared the Indiana com- 
mission. Thus, the commission denied a 
request by petitioners for an administra- 
tive determination as to what part of a 
water main extension charge should be 
refunded on account of the connection of 
subsequent customers, and also to what ex- 
tent the extension charge was excessive. 
The further request for an order directing 


the utility to pay the amount so found to be 
due was denied. 

These requests have one common qual- 
ity, the commission noted. They seek a 
specific order directing a specific utility to 
pay a liquidated amount of money to a 
specific individual or corporate entity. This 
amounts to a money judgment which one 
would seek in a court of law in private 
litigation between private parties. It is in 
the nature of a civil dispute and beyond the 
jurisdiction of the commission. Re Indiana 
Gas & Water Co. No. 27593, February 
13, 1959. 





Other Recent Rulings 


Roanoke Agreement. The U. S. court 
of appeals held that the Roanoke Agree- 
ment, pertaining to divisions of traffic in- 
terchanged at all interior gateways, super- 
seded a prior agreement between two rail- 
roads with respect to such divisions so as 
to govern in an action brought by one rail- 
road to recover sums collected by the other 
railroad on freight shipments originating 
on the plaintiff’s lines and delivered by 
plaintiff to a certain point for transporta- 
tion to final destinations on the defendant’s 
lines. Chicago & E. I. R. Co. v. Southern 
R. Co. 261 F2d 394. 


Land-grant Rates. The U. S. court of 
appeals held that the use to which property 
is to be put is the controlling test of its 
military or naval character, for purposes 
of determining whether land-grant rail- 
road freight rates apply. United States v. 
Spokane, P. & S. R. Co. 261 F2d 681. 


CAB Findings. The U. S. court of ap- 
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peals held that Civil Aeronautics Board 
findings, under a statute permitting the 
board to exempt an air carrier from cer- 
tificate requirements if it makes certain 
findings, may not be merely a recital of 
the statute, Sut they must be such that a 
reviewing cc‘ .t can test their validity. Pan 
American World Airways, Inc. v. Civil 
Aeronautics Board, 261 F2d 754. 


Stay Denied. The U. S. court of appeals 
held that petitioners seeking review of a 
CAB order granting amended certificates 
were not entitled to a stay of the order 
where the petitioners were not likely to 
prevail on the merits of the appeal, had 
not shown that without a stay they would 
suffer irreparable injury, that there would 
be substantial harm to other interested 
persons, or that the public interest would 
be harmed. Eastern Air Lines, Inc. v. Civil 
Aeronautics Board, 261 F2d 830. 


Standing to Protest. The U. S. court of 
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appeals held that a party must be adverse- 
ly affected or aggrieved by a proposed 
modification of a television construction 
permit in order to have standing to pro- 
test the grant of the application for modifi- 
cation. Tennessee Television, Inc. v. Fed- 
eral Communications Commission, 262 


F2d 28. 


Reciprocity Denial. The U. S. district 
court held that common carriers from one 
state engaged in interstate commerce were 
not entitled to a declaratory judgment and 
injunctive relief with respect to denial of 
their applications for reciprocity filed with 
the secretary of another state pursuant to 
a reciprocity agreement between the two 
states, in the absence of a showing of a 
clear violation of some provision of the 
agreement or a failure to observe and 
carry out procedure provided by the agree- 
ment. Aero Mayflower Transit Co., Inc. 
et al. v. Carpentier, 167 F Supp 898. 


Municipal Competition. The U. S. dis- 
trict court held that a municipality had a 
right to acquire or construct an electric 
distribution system, notwithstanding that 
an electric company presently served the 
city under a nonexclusive franchise, pro- 
vided the municipality acted within the 
powers granted to it by law. Mississippi 
Power & Light Co. v. Town of Coldwater, 
168 F Supp 463. 


Refund of Impounded Fares. The VU. S. 
district court held that a railroad was en- 
titled to the balance remaining in an im- 
pounded fares fund after refunds to pas- 
sengers and after payment of plaintiff's ex- 
penses had been made, where the ICC had 
approved an increase and the district court 
had enjoined the order and, on the rail- 
road’s motion, had stayed the injunction 
pending appeal and provided that the ex- 
cess fares should be impounded and re- 


funded to passengers on affirmance. /I- 
linois et al. v. United States et al. 168 F 
Supp 706. 


No Contractual Relationship. The U. S. 
district court held that leases between two 
railroads, stating that the promises of the 
lessee railroad should run only to the lessor 
railroad, were no bar to the merger of the 
two railroads since the lessee railroad had 
no contractual relationship with the lessor 
railroad’s stockholders. Friedman v. 
United States, 168 F Supp 815. 


Basic Findings. The U. S. district court 
held that an ICC statement that proposed 
railroad rates were reasonably compensa- 
tory was a mere conclusion and not 
enough to support an order in the absence 
of basic findings. Seatrain Lines, Inc. v. 
United States et al. 168 F Supp 819. 


Transfer of Permit Denied. The Ala- 
bama supreme court upheld the commis- 
sion in refusing to allow a corporation to 
transfer a carrier permit where the cor- 
poration had acquired the permit from its 
predecessor, a partnership, without a valid 
transfer based on a commission finding 
that the corporation was fit and qualified. 
Capital Transport Co., Inc. et al. v. Ala- 
bama Pub. Service Cemmission, 108 So2d 
156. 


Truck Transportation in Rail Terri- 
tory. The Florida commission authorized 
a motor carrier to haul bulk mineral prod- 
ucts and road construction aggregates in 
territory served by rail transportation, 
principally upon evidence that truck serv- 
ice afforded certain inherent advantages 
and that alternative transportation ap- 
peared to be essential to the modern con- 
duct of businesses which would use the 
proposed service. Re Rockana Carriers, 
Inc. Docket Nos. 4753-CCT et al. Order 
No. 4507, February 16, 1959. 
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Contractual Crossing Costs. The Michi- 
gan supreme court ruled that a railroad 
was not obligated to share in the cost of 
relocating automatic flashing signals at a 
grade crossing, in view of a contract en- 
tered into many years ago between the 
railroad and the state highway commis- 
sioner placing the burden of such cost upon 
the highway department. Grand Trunk 
Western R. Co. v. Michigan Pub. Service 
Commission, 93 NW2d 919. 


Remand for Findings. Noting the com- 
mission’s expertise in its regulatory prov- 
ince, the New Jersey superior court re- 
manded a proceeding in which a bus route 
extension had been approved, directing 
that requisite findings be made. Re Marion 
Bus Transp. Co. 147 A2d 294. 


Certificate Condition. The New York 
supreme court held that the commission 
was not precluded from imposing a con- 
dition, in granting a certificate to a car- 
rier, that the carrier should not engage in 
interstate commerce within the state, 
where the condition merely sought to pre- 
vent two transportation operations open- 
ing up where only one had existed before. 
Oswego Transp. Lines, Inc. v. Feinberg, 
181 NYS2d 1007. 


Abandonment Denial Order Upheld. 
The Wyoming supreme court declined to 
disturb a commission order denying a rail- 
road application to discontinue motor ex- 
press service, inasmuch as no effort had 
been made to show a lack of public con- 
venience and necessity for the service or 
that an alleged loss to the railroad was 
more serious at present than at the time of 
a prior order when the service was volun- 
tarily offered. Re Chicago & N. W.R. Co. 
et al, 334 P2d 519. 


Municipal Sewer Plant Return. The 
Wisconsin commission considered reason- 
able a return of 5.58 per cent on a mu- 
nicipal sewer plant’s net book value rate 
base. Re City of Rhinelander, 2-U-5116, 
February 27, 1959. 


Municipal Water Plant Return. The 
Wisconsin commission considered reason- 
able a return of 5.5 per cent on a municipal 
water plant’s net book value rate base. Re 
Village of Whitefish Bay, 2-U-4939, 
March 13, 1959. 


Municipal Water Plant Rate Base. The 
Wisconsin commission held that estimated 
book value of a municipal water plant’s 
property, plus materials and supplies and 
working capital and less contributions, 
constitutes a reasonable and proper rate 
base. Re Village of Fox Point, 2-U-4940, 
March 13, 1959. 


Gross Earnings Show Public Need. In 
denying an application by a railroad for 
permission to discontinue a station agency 
near New Orleans, the Louisiana com- 
mission pointed out that gross earnings at- 
tributable to the station were more im- 
portant as a measure of public necessity 
than were net earnings. Ex Parte Texas & 
N. O. R. Co. No. 7598, Order No. 7710, 
December 19, 1958. 


Competitive Proposal Unsupported. In 
overturning a commission finding that the 
public convenience and necessity required 
additional carrier service in an area served 
by other carriers, the Utah supreme court 
pointed out that there must be proof in 
such a case that existing service is inade- 
quate. Lake Shore Motor Coach Lines, 
Inc. et al. v. Bennett et al. 333 P2d 1061. 
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All INFORMATIONAL PROGRAM FOR UTILITY EMPLOYEES 


The P.U.R. Guide 


t- A new and different approach to the educational needs of utility employees — called 
HE P.U.R. GUIDE—is now widely in use throughout the industry. Somewhat descriptively, 
tie GUIDE is referred to as “a journey of understanding.” It takes the user through the 
economics of public utilities and through many other non-technical phases of utility op- 
eration. It was organized by and is issued under the general supervision of an experienced 
s‘aff of specialists. 


» THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
about the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day cbjectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the company “management team.” 











Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 























Certificate of satisfactory completion 





Glossary of words and terms and complete index 
Ring binder embossed with enrollee’s name 
Leader’s Manual for group discussion 

Occasional reprints from Public Utilities Fortnightly 


Enrollments on company order only 


Comments about THE P.U.R. GUIDE 


Our Company is currently involved in several training programs, and I feel qualified to 
evaluate the information that you are sending out. I think this type of material is, without 
a doubt, the very best that could be obtained for key utility employees. 


Director of Personnel, Electric Company 


We f ei that even those who have been in the utility in- THE P.U.R. GUIDE program is the best basic public 
dustry or many years can learn much by just reading the utility information series I have even encountered. 
uceaitiee aera Vice President, Gas Company 
District Manager, Electric Company 


, meer ; _ Two things have particularly impressed bout THE 
We feet that this “information program for utility PUR. GUIDE First is the pone: pees in which 
emplo, :es” is a program that is needed in the public your editors treat the various topics; second the sim- 


utility «dustry. ; plicity in writing. 
Vice President, Gas Company a . 
Employment Supervisor, Gas Company 


lar wure that the total series of 50 will prove of ines- 
timabl. value to the utility industry. There is a definite need for such a type program in our 


Vice President and General Manager, industry. 
Telephone Company Training Assistant, Electric & Gas Company 
Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 
332 Pennsylvania Building . Washington 4, D. C. 














42 ft. boring mill-rough cuts a stay ring for one 
of the world’s most powerful hydraulic turbines. 


Newport News builds six king-size turbin 
for Niagara Power Project 


These skilled Newport News machinists are milling 
a stay ring for one of six 200,000 hp. Francis-type 
hydraulic turbines. Before they’re finished, they’ll 
turn out five more turbines—the world’s most 
powerful—for the Lewiston Power Plant of the 
Niagara Project. 

Newport News has not only the men, but the 
facilities to take a job like this in its stride... 
your job, too. For example, the 42 ft. boring 


Engineers . . . Desirable positions available at 
Newport News for Designers and Engineers in 
many categories. Address inquiries to Employ- 
ment Manager. 


mill pictured above was designed an 
Newport News. 

The large engineering and technical s*: 
of iron, brass and steel foundries, five hu; 
shops, and additional specialized equip! 
Newport News a leader in the pro: uction 


hydraulic turbines, valves, gates, pens ocks, 3 


other water power equipment you need 


Consult Newport News engineers on p “elimini 


design recommendations at no obligatica. 


Shipbuilding and Dry Dock C.»mp 


Newport News, Virginia 
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Industrial Progress 


Detroit Edison Reports 
$30,000 Expenditure in 1958 


NSS construction expenditures 
e by Detroit Edison Company last 
were $74,830,000—about 8.4 per 
less than those of 1957, accord- 
9 the company’s annual report. 
rly 43 per cent of this went into 
completion or continuation of 
(on new generating facilities at 
iver Rouge and St. Clair power 
ts, and the first stages of construc- 
on the non-nuclear or steam tur- 
‘generator portion of the Enrico 
1 Atomic Power Plant near Mon- 
Michigan. 
321,500-kilowatt generating unit 
¢ third at the River Rouge plant, 
placed in service last October, 
pleting the initial three-unit sec- 
of the plant. At the St. Clair 
t, construction of a fifth generat- 
unit, ssheduled to go into opera- 
this April, was continued. Work 
sixth init also was carried for- 
'. Completion of all these proj- 
ng Edison’s total gener- 
alility to about 4,200,000 
the end of 1961. 
ce of the 1958 construc- 
iture included one new 
switching station and 14 
ition stations; work on 
| and underground trans- 
; expansion of the com- 
n heating plant ; and fur- 
ng and conditioning of 
rren Service Center. 
ort to shareholders, De- 
President Walker L. 
‘rized the company’s ac- 
loping atomic energy for 
n of electric power. De- 
is a member of Atomic 
opment Associates, Inc., 
Reactor Development 
hich are responsible for 
incing and building the 


nuclear portion of the Enrico Fermi 
Atomic Power Plant. 

Detroit Edison is building, and will 
own and operate the steam turbine- 
generator facilities and will purchase 
and utilize steam from the reactor 
plant for the production of electricity 
for its service area. Both the nuclear 
and non-nuclear sections of the proj- 
ect were reported progressing on 
schedule, with initial low-power nu- 
clear operations expected in October, 
1960. 

In November, 1958, Edison joined 
5i other utilities in a third non-profit 
atomic power development project, 
High Temperature Reactor Develop- 
ment Associates. HTRDA was or- 
genized to support the research and 
development of components required 
for an advanced-type high tempera- 
ture gas-cooled reactor to be built, 
owned and operated by Philadelphia 
Electric Company. 

The report also points out that ia 
1958 the company added about 21,000 
new customers, which is less than its 
usual growth, and that average annual 
use of electricity per domestic cus- 
tomer rose to 3,211 kilowatthours — 
considerably above the average for 
other electrical systems that include 
large cities in their service areas. 

The report calls attention to the 
company’s research and development 
programs, which in addition to atomic 
power activities are exploring such 
matters as the use of higher transmis- 
sion and distribution voltages, devel- 
opment of underground residential 
distribution for new subdivisions, and 
further use of electronic computers in 
record-keeping and engineering prob- 
lems. Another special activity is a 
broad and vigorous area development 
piogram directed toward bringing 
more industry into Southeastern 
Michigan by effectively promoting the 
state’s outstanding natural industrial 
advantages. 


$30,100,000 Program Planned 
By Arkansas Power & Light 


TO meet anticipated demands for 
power and to provide better facilities, 
Arkansas Power and Light Company 
(Little Rock, Arkansas) invested 
more than $14,000,000 in new and ex- 
panded facilities during 1958, R. E. 
Ritchie, president, informed stock- 
holders in its annual report. This com- 
pares with $10,600,000 spent in 1957. 
Extensions to new customers and im- 
provements to the distribution system 
required the larger part of the 1958 
construction expenditures. 

During the year, construction was 
started on the largest generating unit 
in the Middle South System on the 
Mississippi river at Helena. Con- 
struction cost of the plant is estimated 
at $43,000,000. To be completed in 
1961, the 325,000-kilowatt turbine- 
generator is termed by the manufac- 
turer, Westinghouse Electric Corpo- 
ration, to be the largest of its type ever 
built. 

To keep production and delivery fa- 
cilities ahead of demands, the com- 
peny in 1959 is undertaking its larg- 
est construction program since 1953. 
The largest share of a $30,100,000 
budget — approximately $17,100,000 
— is required for power production 
facilities. Other construction expendi- 
tures for 1959 are estimated at 
$9,400,000 for distribution improve- 
ments, $2,000,000 for transmission, 
and $1,600,000 for office and service 
facilities. 


G-E Official States Gas Turbines 
Help Reduce "Peaking'' Costs 


A NEW, specially-designed combus- 
tion gas turbine will substantially help 
stem the rising cost of producing elec- 
tric power, a General Electric Com- 
pany executive predicted recently. 
Charles W. Elston, general manager 


(Continued on page 22) 
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of the company’s Gas Turbine De- 
partment, pointed out that “peaking” 
—large demands for electric power of 
short duration nature—is becoming a 
mounting financial problem for the 
nation’s utilities. 

“Until now utilities have depended 
on less modern equipment to generate 
power during these brief but heavy de- 
mand periods while adding new, more 
efficient steam turbine power plants 
to meet the climbing electric power re- 
quirements,” Elston said. 

But now, he stated, the new base 
load steam turbine power plants being 
installed do not offer the substantial 
improvement in efficiency previously 
used to offset the system’s overall cost 
of power generation. “Therefore, 
there is today a strong incentive by 
utilities to reduce capital expenditures 
through the use of peak load equip- 
ment,” he said. 

To understand this peaking prob- 
lem, Elston likened the situation to a 
hemeowner who needs a second car 
for occasional use to drive to the mar- 
ket several times a week. “You cer- 
tainly wouldn’t buy a limousine for 
that short period of service,” he noted. 

“So, too, a low-cost, electric power 
generating prime mover should be 
used by the utilities,” he said. 

Ideally suited for generating peak- 
ing power is this remote controlled, 
combustion gas turbine which has 
been developed by the General Elec- 
tric Company after five years of mar- 
ket research and numerous electric 
utility systems studies. 

“Just one decade ago General Elec- 
tric introduced the combustion gas 
turbine to the nation,” he said, “and 
today 189 of these machines are per- 
fcrming a myriad of jobs in some of 
the most adverse operating condi- 
tiens.” 

With 3,000,000 hours of operating 
experience to draw upon, General 
Electric’s engineers designed a new 
peaking gas turbine which, as G-E 
Turbine Division Vice President Wil- 
liam Ginn says, “Offers the greatest 
promise of answering electric utility 
peaking requirements of the future.” 

Elston pointed out that electric util- 
ities keep accurate and detailed rec- 
ords of the amount of power con- 
sumed practically each minute of every 
day. They know when the usual peak 
demand load is coming, and can pre- 
dict with great accuracy the amount 
and duration of this load. 

“Just 20 minutes before the peak 
demand is expected, the gas turbine 
car be remotely started and when the 
demand surge occurs, the peaking unit 


22 


can supply the additional electric pow- 
er to the system,” he said. 

Today steam turbine power plants 
being used for peaking must have 
their boilers started many hours in 
advance of the peak demand; the 
steam turbines must be brought up to 
cperating speed slowly; and then the 
cycle must be reversed after the peak 
demand is over. All in all, it means 
perhaps a 12 hour chore for maybe 
two hours of useful power generation. 

“The peaking combustion gas tur- 
bine is by far the best solution to this 
utility problem,” Elston said. 

He pointed out that this modern 
prime mover can be located almost 
anywhere in the utility system since 
cooling water requirements are negli- 
gible. In addition, no personnel are 
needed at the site to start and stop the 
unit since the machine can be remotely 
controlled. 


New Booklet Describes 
Babcock & Wilcox Company 
Nuclear Power Development 


IX NGINEERS and others concerned 
with the development, application or 
erection of power, propulsion, and re- 
search reactors as well as nuclear com- 
ponents will be interested in a new bul- 
letin issued by The Babcock & Wilcox 
Company. 

Known as Bulletin AEB-8, the pub- 
lication summarizes the company’s ac- 
tivities in the nuclear field, ranging 
from the design and erection of com- 
plete reactors to the solution of design 
parameter problems. 

Copies of AE B-8 may be obtained 
from The Babcock & Wilcox Com- 
pany, Atomic Energy division, 161 
East 42nd Street, New York 17, N.Y. 


Pacific Lighting Plans to 
Spend $95,000,000 in 1959 


ALMOST half of the Pacific Light- 
ing system’s record $95 million con- 
struction budget for 1959 is ear- 
marked for additional transmission fa- 
cilities to bring new gas from out of 
state, it says in Pacific Lighting Cor- 
pcration’s annual report, released re- 
cently. 

The report states that during the 
past five years, the Corporation’s sub- 
sidiaries—Southern California and 
Southern Counties Gas Companies 
and Pacific Lighting Gas Supply Com- 
peny—have invested nearly $300 mil- 
lion in new facilities. 

In a special section on gas supply, 
the report tells of the system’s success- 


fu! efforts to meet the inc: asing 
mands of customers, who in the q 
20 years have grown in numbers f; 
920,000 to 2,300,000 and in the y 
20 years will increase t 
million. 

Earlier in the report, Bx 
man Robert W. Miller an 
Rcobert A. Hornby state 
supplies obtained . . . sh 
adequate for at least th 
years.” 

“Present forecasts,” 
states, “are that in each 
year a peak day will requ 
customers at least 150 n 
cubic feet of gas than was 
year before. On the basis 


/ 


Presid 
hat “ 


lion 1 
1eede 
if this 
quirement alone, the man. zement 
the Pacific Lighting comy.nies y 
continue to seek and pri cure m 
netural gas.” 


Anchor Metals to Open 

New Plant in Alabama 
PLANS to activate a new division 
Anchor Metals, Inc. at Anniston, 3 
have been announced by Presi 
Clyde F. Mooney of Fort Worth. 

Anchor Metals, with administra 
headquarters located at Hurst, is 
of the nation’s leading firms eng: 
in the design, fabrication and test 
of steel electrical transmission tow 
and switchyard structures. “Our: 
niston plant will be used to serve 
southeastern area of the Uni 
States,” Mr. Mooney said. 

The company will occupy a 
formerly owned by the J. I. Case| 
It includes approximately 12 acres 
land and a plant containing 175 
square feet of floor space. 

Anchor will take over the site 
May 1 and operation will begin wf 
in three to four months following 
date, Mr. Mooney said. 

The company was _ founded 
Hurst in 1953 by President Moo 


nucleus of key personnel. 
has experienced a swift, s'¢ 
with a total volume for t! | 
ending August 31, 1958 total 
nearly $4,500,000. 

In addition to Moone, 
other officers and execu 
Gilbert Jackson, secreta: 
Denald King, assistan 
treasurer; R. J. Van Son - 
of sales and_ engine« 
Wester, chief draftsm 
Durkee, Hurst plant n 
Wallace J. Anderson, p! 
at Fort Madison. 
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INDI s TRIAL PROGRESS—( Continued) 
$18,932,000 


ton Fower & Light Plans 
Program in 1959 


io) continued to grow in number of resi- 
ners and in the amount of gas and elec- 
y these customers, according to James M. 
dent, and K. C. Long, chairman, in the 
pany’s : nual report to stockholders. 
he first -f the two new 130,000 kilowatt generators 
ye adde’ to the Frank M. Tait generating station 
t into c mmercial operation November, 1958. The 
ris sch duled for mid 1959. The addition of these 
s will in°rease the company’s total generating capac- 
to 770,000 kilowatts (name plate rating). This is 
icient ti provide an adequate reserve for several 
sof no: mal growth. 
or the sixth consecutive year over 100 miles of new 
mains were laid in 1958. 
he preliminary engineering for a new generating 
ion to be built on the Ohio river near Manchester, 
0, is under way. Actual start of construction is not 
cipated for several years. 
he company estimates that its construction program 
require expenditures of $18,932,000 in 1959 and 
584,000 in 1960. 


R-R Issues Brochure Describing 
Synchro-Tape Unit 

;LICATION of a new brochure describing how the 
chro-Tape Typewriter cuts punched-card costs is an- 
nced by Remington Rand Div. of Sperry Rand Corp. 
his four-page brochure illustrates and explains the 
niques by which the Synchro-Tape Unit eliminates 
manual jobs of card punching and verifying. There 
ily one step requiring an operator, and even this step 
‘be largely automatic when coded tapes are used to 
repetitive details automatically while the first docu- 
t of a new transaction is being written. 
n addition to control and operation of machines for 
ing documents, Synchro-Tape produces punched 
s by automatic punching—a by-product benefit at 
igible cost which eliminates human effort and error. 
se automatically punched cards make reports and 
lysis of data quickly available to management. 

copy o! this brochure can be obtained at any Rem- 
on branch office or by writing to the company at 315 
tth Ave., New York 10, and requesting RT 8905. 


Gas Continues Expansion Program 
he ever-growing needs for gas service and 
- with Pittsburgh’s renaissance, Equitable 
ny (Pittsburgh, Pa.) has spent about 
on capital improvements since the begin- 
+. So states Donald B. Beecher, president, 
' report to stockholders. These expenditures 
ensions and strengthening of the distribu- 
ismission systems, development of under- 
ge facilities, drilling of new gas wells, and 
of new compressor stations. 
xpenditures for plant amounted to about 
“he largest item of that amount, $2,800,000, 
lrill wells and to construct well connecting 
to maintain the present level of production 


is annu 
e for € 


.nt authorized for capital improvements in 
yout $10.240,000. 
(Continued on page 24) 























The new Washington office of 


Commonwealth 


SERVICES INC. 


is at 1612 K Street, N.W. 
Telephone: STerling 3-3363 


You are invited to visit this office, in 
the new City Bank Building. Here our 
staff is available to assist you with your 


Washington affairs, including: 





















F.P.C., S.E.C. and other regulatory 
matters. 

Economic feasibility reports to 
support financing. 


Rate studies and analyses. 


Expert testimony. 


In serving clients, Ralph S. Orme, 
Robert W. Chapin and Peter C. Townsend 
of our Washington staff are reinforced by 
over 750 people in our national organ- 
ization of management consultants and 
engineers, which includes our affiliate, 
Commonwealth Associates Inc. of Jack- 


son, Michigan. 


Other Commonwealth offices: 


NEW YORK 22, N.Y. 


300 Park Avenue 
Murray Hill 8-1800 


JACKSON, MICHIGAN 


209 East Washington Avenue 
STate 4-6111 


HOUSTON 2, TEXAS 


M & M Building 
1 Main Street 


CApital 2-9171 























INDUSTRIAL PROGRESS—(Continued) 


Computer to Aid Electric Output 
In Philadelphia 


A PROGRAM for an advanced auto- 
matic control system, “masterminded” 
by a digital computer, to “help solve 
the problem of producing electricity 
for a metropolitan area at minimum 
cost,” was announced recently. 

Collaborating in the venture are 
Philadelphia Electric Company and 
Minneapolis-Honeywell Regulator 
Company. 

The digital computer-directed sys- 
tem, first in the electric power indus- 
try, is scheduled to be in full operation 
by Philadelphia Electric by the end of 
1960. The joint announcement said it 
will: 

(1.) Calculate the least expensive 
pattern of allocating genera- 
tion to meet system demands. 

(2.) Automatically assign this allo- 
cation to generating units. 

(3.) Provide cost data for billing 
computation on the power ex- 
changed with neighboring clec- 
tric companies. 

Henry F. Dever, president of Hon- 
eywell’s Brown Instruments Division, 
which will build and install the sys- 
tem, said: 

“A continuing problem in the elec- 
tric power industry is the ever-present 
need, particularly in times of rising 
cests and increasing consumer de- 
mands, to generate and transmit elec- 
tricity at the most economical cost. 

“An advanced system of automatic 
control involving concepts of compu- 
tation new to both the electric power 
and automatic controls industries has 
been proposed as a solution to this 
complex problem. 

“For the first time. a digital com- 
puter designed specifically to be 
adaptable to industrial processes will 
be made an integral part of the con- 
trol loop of a system which in itself 
represents a significant advance in au- 
tomatic control. Also, for the first 
time, basic data for interconnection 
billing will be computed simultaneous- 
ly with control computations. 

“The success which we hope to 
achieve with this revolutionary system 
holds tremendous promise for the 
future.” 

The digital computer, called the 
D-290 and developed by Honeywell's 
Datamatic Division in Boston, is a 
transistorized high-speed device. Offi- 
cials said it employs digital techniques 
proven in Datamatic’s large business 
computers and modified for industrial 
use. 


The 
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proposed computer-directed 


system will include load frequency 
control equipment that carries out 
“commands” to load generators on the 
most economical basis and peripheral 
equipment to link the two and enable 
the computer to “talk” to analog de- 
vices. 

Primarily, the system will deter- 
mine the economic allocation to Phila- 
delphia Electric’s generators, includ- 
ing the hydrogenerators at Cono- 
wingo, Md., of the total power as- 
signed by the Pennsylvania-New Jer- 
sey-Maryland Interconnection Dis- 
patcher, officials said. 

To do this, the computer will call 
upon information stored in its ““mem- 
ory” on such factors as transmission 
line losses and production costs for 
each generator. Simultaneously, it 
will “read” data constantly being fed 
into it by control instruments and 
make use of other data in making con- 
trol computations. 

Using equations, the computer then 
will mathematically determine, in mil- 
lionths of a second, how much gen- 
eration is to be produced by each gen- 
erating unit under automatic control. 

These digitized computations will 
be converted to analog (electrical) 
signals and telemetered as commands 
to load control devices at the generat- 
ing stations. There the commands 
will be apportioned among generators 
to produce the assigned power at the 
correct computed cost. 

Basic interconnection cost data, en- 
gineers explained, will be determined 
by the computer as a secondary func- 
tion while “masterminding” the pow- 
er network. This data will be used for 
accounting purposes on power ex- 
changed over the tie lines between 
Philadelphia Electric and five neigh- 
boring companies. These are Pennsvl- 
vania Power & Light Company, Balti- 
more Gas & Electric Company, Dela- 
ware Power & Light Company, Public 
Service Electric & Gas Company, and 
Atlantic City Electric Company. 


New York Telephone Reports 
Record Gains in 1958 


THE New York Telephone Company 
recorded impressive gains in service 
for 1958 despite the recession which 
marked the year’s start. President 
Keith S. McHugh noted in the com- 
pany’s annual report. As the year 
ended the continuing demand for serv- 
ice was an encouraging sign for the 
months ahead. he declared. 

Mr. McHugh said that during 1959: 

Users of more than 34 million ad- 
ditional telephones in New York City 


will be able to dial their ow 
tance calls to points clear 
country. 

Dial service will be instal}... 
of the smaller towns of th 

New services, such as : 
rector for businessmen, w 
to be introduced. 

The $250 million const: 
gram for 1959 will be the : 
est in the company’s histo 

Mr. McHugh said th 
took a “calculated risk” wi 
ed to go ahead with a $238 
struction program in 1958 
of the recession. But he 
these good results: fast: 
with expansion and i 
projects, added money s; 
recession months in < 
throughout the State, an: 
of company employees © en in 
more difficult months of : ie year 

The number of telephoves ins 
ice grew in 1958 to almos: 7,600, 
a record number of calls were mj 
aid many new services were in 
duced, he said. 
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no lay 


Network Analyzer Rental 
Program Described in Ne 
I-T-E Bulletin 


RENTAL of its giant electrical 
work analyzer for power-sys 
studies on a time basis is covered 
new bulletin published by the I- 
Circuit Breaker Company, Phila 
phia. 

The I-T-E analyzer — one of 
largest units of its kind — prov 
an electrical miniature of almost 
power system in the country 
studies of system behavior and eq 
ment needs. 

It affords management and p 
ning engineers of utilities, large in 
trials, consulting firms and rurale 
trification systems a fast, exact 
economical means of charting gro 
and determining effects of change 
complex electric power systems. 

The new eight-page bulletin 
lines the basic principles of the 
lyzer, its operating advantages 
types of studies it can perform 
sives basic information on the 
lyzer rental program. 

The unit—recently do 
and capabilities—handle 
pewer-system problem 
studies of load flow, 
steady-state stability and 
effects. . 

Because it was designe specif 
to perform power-systen tudies, 
tem quantities are usec direct. 
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INDUSTRIAL PROGRESS—( Continued) 


‘s of programming, exten- 
matical knowledge or spe- 
ient training are needed. 
new removable patchboard 
vance programming of any 
» that no operating time is 
up the problem. 
ilyzer uses a_five-degree 
t design to permit direct 
jad in percent vars and per- 
by panel switches. Load 
itomatically adjusting so no 
tention is required to main- 
vel. 
metering accuracy is pro- 
igh precision—} of 1 per- 
cale — laboratory-type in- 
and permanent built-in 
‘ach circuit, 
has a convenient recording 
1 can accommodate system 
if up to three by four feet. 


alyzer and its adjoining con- 


» room are air-conditioned and 
nd-proofed. The facility is locat- 
at I-T-Ié headquarters in central 
iladelphia. 
or a copy of the bulletin, write 
-E Circuit Breaker Company, 1900 
milton street, Philadelphia 30, Pa. 


$10,400,000 Program Planned 
By Atlanta Gas Light 


ATLANTA Gas Light Company, 
(Atlanta, Georgia) reports that con- 
struction expenditures in 1958 
amounted to $8,671,414. Of this 
amount $4,360,634 was expended in 
extending mains and connecting new 
customers. 

The company spent $1,746,772 to 
increase the propane standby and peak 
shaving facilities in Atlanta, Augusta, 
Macon and Rome. The storage capaci- 
ty for the propane in liquid form was 
increased from 4,952,000 gallons to 
8,676,000 gallons and the daily produc- 
tion capacity from 168,000 MCF to 
174,000 MCF. This is a substantial 
improvement in the company’s ability 
to peak shave for prolonged pericds of 
colder weather. The balance of the ex- 
penditures represented general im- 
provements and necessary new equip- 
ment. 

The construction program for the 
fiscal year ending September 30, 1959 
is estimated to be $10,400,000. Ap- 
proximately 66 per cent of such con- 
struction will be for new business and 


the balance for general improvements 
and new equipment. 


Central Power & Light Plans 
$23,450,000 Program in 1959 
CONTINUING its large expansion 
program based on anticipated future 
growth of the service area, the Cen- 
tral Power and Light Company 
(Corpus Christi, Texas) spent $22,- 
130,928 for the construction of new 

facilities in 1958. 

The largest part of the new con- 
struction, $12,824,523, was devoted to 
increasing the company’s power pro- 
duction capacity. J. L. Bates power 
station, near Mission, began operation 
i: May with an initial net generating 
capability of 75,000 kilowatts. In No- 
vember, work began on a second unit 
at the plant which will add 110,000 
kilowatts to system capability in 1960. 

Construction progressed through- 
out the year on a 175,000-kilowatt ex- 
pansion of Lon C. Hill power station 
near Corpus Christi, scheduled to be- 
gin power generation in early 1959. 

The company estimates the con- 
struction expenditures for the year 
1959 will total about $23,450,000. 


We're growing 
where the growing’s good! 


Serving Ohio’s fastest growing, most progressive area 
is a challenge. But it’s a challenge we welcome. 


To keep pace with the growing electrical needs of 
our service area, we have spent 85 million dollars 
in the past three years for new equipment and 


“<a improved service. We expect to spend 50 million 
m dollars more by the end of 1961. Long-term 
ie investors in Columbus and Southern Ohio Electric 


n the 


Company will find—as our customers have — 


that electricity is, indeed, the feature with a future. 


COLUMBUS AND SOUTHERN OHIO 
ELECTRIC COMPANY 
215 North Front Street e Columbus, Ohio 
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bifelines of the nation / 


Yr laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 
Ricuarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 
Georce A. Murpny, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER PEDFRAL DEPOSIT INSURANCE CORPORATION 
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CaF 
SPACE “STATION 


NEW 
K £N JT )-\S NSA — 


Records as Customer Service Cards; Meter History 
er History Records; Meter Test Records. 


nits make for the utmost operating economy by speed- 


€...saving space...reducing operator fatigue and 
saving much time for all per: el concerned. 

is delivered at the touch of a button in an average 
\ll trays are positioned for reference without shadows. 





MECHANIZED CARD FILING EQUIPMENT 


ings many thousands of card records within easy reach of the operator 


Never before has such flexibility been offered in mechanized record 
files to meet your exact requirements. The wide range of models 
means you get the work station with the greatest number of records 
in the minimum floor space... with maximum operator comfort and 
productivity. All units are standard with push button selector and 
posting shelf. Send coupon today for new illustrated booklet giving 
full details on these remarkable KARD 


DIVISION OF SPERRY RAND CORPORATION 
Room 1415, 315 Fourth Avenue, New York 10, N. Y. 
Kindly send new booklet LBV811 —‘*New Kard-Veyer”’ 


Name & Title 
Company 
Street isaac aera 


City 





PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
The AMERICAN APPRAISAL Company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


37 Wall Street 437 Shoreham Bidg. 
New York 5, N. Y. 


Washington 5, D. C. 
Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination 


Economic and Financial Reports 














Day & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA 


Design — Electric Line Construction — Management — Reports and Valuations 


CHICAGO 











% Standby 
% Augmentation 
*% 100% Town Supply 


Design © Engineering ¢ Construction 


11 WEST 42ND STREET NEW YORK 36,N.Y 





Mention the FortNIiGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY 


(continued) 


LP-gas 
peak shaving 
EMPIRE GAS and stand-by 
plants for 
ENGINEERING CO. - easnlaabes 
P.O. Box 1738. + industry 
+ design 


Atlanta 1. Georgia + construction 





Jord, Bacon & Davis 


VALUATION int CONSTRUCTION 
UATON ME pgpeere ie cscs 


NEW YORK @ CHICAGO @ LOS ANGLES 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 














Francisco & J AcoBus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New YORK WESTBURY CLEVELAND Tucson 














GIBBS & HILL, inc. 
Consulting Engineers 
DESIGNERS ¢ CONSTRUCTORS 
Los Angeles NEW YORK Tampa 

















GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 
525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON + NEW YORK 











(Professional Directory Continued on Next Page) 
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(continued) 





W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 














Harza Engineering Company 
Consulting Engineers 
Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 














INTERNATIONAL ENGINEERING COMPANY, INC. 


Design and Consulting Engineers 


Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 





74 New Montgomery Street San Francisco 5, California 











JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 





Michigan Theatre Building Ann Arbor, Michigan NOrmandy 38-7778 





pe huljian lopovalion 
| 
ENGINEERS . CONSTRUCT ORs 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 


Mention the FortNicHtLy—It identifies your inquiry 
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William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS CLASS COST ANALYSES for Developing CLASS RATES REGULATORY 
are gh OF RETURN and UNIT COSTS for use in MUNICIPAL 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “‘The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. eee CHARLOTTE, N. C. 














CONSULTING, DESIGNING AND > Is SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING A FF INSURANCE AND DEPRECIATION 








231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return @ Valuations ® Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies ® Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 
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NEW YORK 
BOSTON 
CHICAGO 
PITTSBURGH 
HOUSTON 

SAN FRANCISCO 
LOS ANGELES 
SEATTLE 
TORONTO 


STONE sWEBSTER 


ENGINEERING CORPORATION 


DESIGN » CONSTRUCTION » REPORTS + APPRAISALS 
EXAMINATIONS » CONSULTING ENGINEERING 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 





DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 

















ENGINEERS, CONSTRUCTION AND 

- MAINTENANCE CONTRACTORS 

a s — Survey for the GAS INDUSTRY 
fomoe Bek & Bom. a me) 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 


GAS AND SERVICE CO. 


Engineering work. : 327 So. LaSalle St., Chicago 4, Ill. 














Abrams Bldg. Lansing, Mich. 








BURNS & McDONNELL GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 


Engineers-Architects-Consultants 


KANSAS CITY, MO. 




















P. O. Box 7088 Rate Analyses—Insurance Surveys 
Phone: DElmar 3-4375 HARRISBURG, PENNSYLVANIA 
EARL L. CARTER INTERNUCLEAR COMPANY 
Consulting Engineer Nuclear consultants, engineers, and 

designers 


REGISTERED IN INDIANA, NEW YORK, OHIO, : 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Economics of Nuclear Power, Reactor 


Public Utility Valuations, Reports and Analysis and Design, Shielding, 
Original Cost Studies Special Applications 


910 Electric Building Indianapolis, Ind. Clayton 5 Missouri 
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Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 

F 


OR 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


MACHINE DBSIGN—TECHNICAL PUBLICATIONS 
BOSTON NEW YORK 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical ° Structural 
Civil * Nuclear * Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


¢ Yd 
ta ov 
F8LsHED * 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 











LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 





A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
founded 1890 
POWER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 
2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles 














J. F. McMAHON ASSOCIATES, INC. 


Engineering Consultants 


INSTRUMENTATION AND CONTROL 
STUDIES @ REPORTS 
DESIGN @ SUPERVISION 


P. O. DRAWER 3908, SHAKER SQUARE STATION 
CLEVELAND 20, OHIO 
GArfield 1-4834 








The R.W.STAFFORDCO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby P!ants 
EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 











Representation in this Profes- 
sional Directory may be ob- 
tained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Building 

Washington 4, D. C. 








SVERDRUP & PARCEL 


Engineers & Consultants 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washington 














A, W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Pertiand 
inspectors stationed throughout the U.S.A. 





Mention the FortNIGHTLY—It identifies your inquiry 
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Abrams Aerial Survey Corporation te ; wR 
*Allen & Company 
*Allied Chemical Corporation—Plastics & Coal 

Chemicals Division 
*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The .. Vain . 28 
*Analysts Journal, The 2 ee 
*Anchor Metals, Inc. 


B 
*Babcock & Wilcox Company, The 
Black & Veatch, Consulting Engineers . 28 
*Blyth & Company, Inc. re ; 
Boni, Watkins, Jason & Co., Inc. 28 
Burns & McDonnell, Engineers . “S2 
Cc 
Carter, Earl L., Consulting Engineers 32 
Columbia Gas System, Inc., The ... 7 
Columbus & Southern Ohio Electric Company 25 
*Combustion Engineering, Inc. 
Commonwealth Associates, Inc. : 23 
Commonwealth Services, Inc. 23 
Consolidated Gas and Service Company 32 
D 
Day & Zimmermann, Inc., Engineers 28 
Dodge Division of Chrysler Corp. ........ : 13 
Drake & Townsend, Inc. 28 
E 


*Eastman Dillon, Union Securities & Company 
*Ebasco Services Incorporated 
*Electro-Motive Division, General Motors . 

Empire Gas Engineering Company ........ 29 


F 
*First Boston Corporation, The 


Ford, Bacon & Davis, Inc., Engineers ... 29 
Foster Associates, !nc. ‘ : 29 
Francisco & Jacobus , 29 


G 
Gannett Fleming Corddry and Carpenter, Inc. . 32 
General Electric Company .. 4-5, 14-15, Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers ...... asa. 
Gilbert Associates, Inc., Engineers are : 29 
Gilman, W. C., & Company, er ; 30 
*Glore, Forgan & Company 

H 


*Halsey, Stuart & Company, Inc. 

*Harriman, Ripley & Company ee 

Harza Engineering Company ... , 30 
Hoosier Engineering Company ............ << ae 


International Business Machines Corp. ... Inside Front Cover 
International Engineering Company, Inc. . 30 
Internuclear Company ee ee 32 
Irving Trust Company 


*Fortnightly advertisers not in this issue. 


INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- | 
Their products and services cover a wide range of utility needs. 
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Jackson & Moreland, Inc., Engineers . 3 
Jensen, Bowen & Farrell, Engineers ... ; e 30 
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*Kellogg, M. W., Company, The 

*Kidder, Peabody & Company 

*Kuhn Loeb & Company ere cee 
Kuljian Corporation, The .......... pnt nae 20 
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*Langley, W. C. & Co. 

Leffler, William S., Engineers Associated 3 
*Lehman Brothers per ectiaee 

*Line Material Industries 

*Loeb (Carl M.) Rhoades & Co. ee 

Loftus, Peter F., Corporation 32 
Lutz & May Company, Consulting Engineers 33 













M 
Main, Chas. T., Inc., Engineers : rT] 
McMahon, J. ¢. Associates, Inc. 3 
*Merrill Lynch, Pierce, Fenner & Smith . : 
Miner & Miner, Consulting Engineers ....... 33 


*Morgan Stanley & Company 














N 
National Association of Railroad & Utilities 
Commissioners 16 
Newport News Shipbuilding & Dry Dock Company 20 
P 
Pioneer Service & Engineering Company 9, 3! 
Pittsburgh Testing Laboratory .. 3 


*Plastics and Coal Chem. Div., Allied Chemical Corp. 
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Recording & Statistical Corporation ... I 
Remington Rand Div. of Sperry Rand Corp. , 27 
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Sanderson & Porter, Engineers 31 
Sargent & Lundy, Engineers .................. 3 
Schulman, A. S., Electric Co., Engineers ....... 3 






*Smith, Barney & Company ................... 
Southern Company, The .. Inside Back ae 


Stafford, R. W., Company, The Consultants .. 

















Standard Research Consultants, Inc. ............ 3 
Stone and Webster Engineering Corporation 2 
*Studebaker-Packard Corporation - 

Sverdrup & Parcel, Engineers & Consultants . 3 

Ww 

*Westinghouse Electric Corporation ...... 

White, J. G., Engineering Corp., The ..... 2 
*White, Weld & Co. ............ ee 

Whitman, Requardt and Associates .. 32 
Williams, A. W., Inspection Co., Inc. .... 3 
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Corp. a Ne Tet 
ings Per Share ’ ‘ 
bar-end Shares $ _— ° * — 
ngdends Paid per Share ° 1.20 '$ 1.10 
struction Expenditures *° $ 143,513,000.00 ° $ 124,572,000.00 
i tomers Served Directly + 1,485,366 ° 1,452,818 
33 e sada iadeameassaiteienitheateesispegeniiinieipialininasaniibianedididahan cities ccna a 
ck Cover 


“gain in 1958 the areas of Alabama, Georgia, Florida and Mississippi, served by the 
eectric power companies of The Southern Company system, recorded substantial 
e onomic growth. This resulted in increased sales of electricity and higher revenues 
aad earnings for our system companies. 







Industrial power sales, which accounted for half of the system’s total energy sales, 
continued to grow in diversity as well as in dollar volume despite a general reduction 
i) business activity in many sections of the nation. The use of electricity in Southern 
homes also mounted steadily. 







30 





The impact of the 1957-58 recession on business activity in the Southeast was con- 
siderably less severe than in most other areas of the country. Manufacturing plants in 
our four-state service area are, for the most part, new and efficient and their operations 
generally were maintained at comparatively high levels. The region’s economy was 
strengthened further by a rise in agricultural income and a heavy volume of residential 
construction. 

With further gains anticipated in 1959, our system companies will expend more 
than $190,000,000 this year for new facilities. 
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HLIGHTS OF OPERATIONS 
Two Years in Brief , 1958 . 1957 





es of Electric Energy 









20 18,903,181 ° 17,915,065 
bands of Kilowatt-hours) 
prating Revenues * $ 272,134,000.00 * $254,536,000.00 





solidated Net Income _. $ 38,234,000.00 + $ 34,822,000.00 
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Jing the Southeast through: 










| pama Power Company Birmingham, Alabama 
Geurgia Power Company Atlanta, Georgia 






Gu’! Power Company Pensacola, Florida 






2 ee ae 
Mi sissippi Power Company Gulfport, Mississippi 
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3 )ithern Electric Generating Company Birmingham, Alabama 





LANTA - 1330 W. PEACHTREE STREET 


ite fora f Annual Report » BIRMINGHAM - 600 N. 18th STREET 
ileal P W YORK - 250 PARK AVENUE 











Packaged unit substations 
mean packaged skills 


an 
rt 


sas 





























THE SUBSTATION-ORIENTED SKILLS of up to 35 technical 
experts are included in the purchase price when you buy 
substations as factory-built units. You get the skills of these 
people... 

e Test engineers e Application engineers 

e Wiring technicians e Welders 

e Design engineers e Materials researchers 

e Installation engineers e Draftsmen 
..... and many others—without adding a man to your 
payroll. General Electric Company, Apparatus Sales Divi- 
sion, Schenectady 5, New York. 512-23 





